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AUTOMOBILE LABELING 


WEDNESDAY, MAY 28, 1958 


House or RepresENTATIVES, 
SUBCOMMITTEE ON COMMERCE AND FINANCE OF THE 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The subcommittee met at 10:30 a. m., pursuant to notice, in room 
1334, New House Office Building, Hon. Peter F. Mack, Jr. (chairman 
of the subcommittee) , presiding. 

Mr. Mack. The committee will come to order. 

The Subcommittee on Commerce and Finance of the House Com- 
mittee on Interstate and Foreign Commerce is meeting this morning 
to hold hearings on S. 3500, a bill to require full and fair disclosure 
of certain information in connection with the distribution of new 
automobiles in interstate commerce. 

This bill passed the Senate on May 14,1958. It would require the 
manufacturer to affix a label to the windshield of every new automo- 
bile, disclosing certain information, including the retail price sug- 

gested by the “manufacturer, the retail delivered price suggested by 
the manufacturer for each ac cessory or item of optional ‘equipment 
physically attached to the automobile at the time of its delivery to the 
dealer, and the amount charged to the dealer for the transportation 
of the automobile. Penalties are provided for willful failure to affix 
such a label containing the required information or for willful re- 
moval or alteration of the label prior to the time the automobile is 
delivered to the ultimate purchaser. 

This act would take effect on October 1, 1958, or the first day of the 
introduction of any new model of automobile beginning after the date 
of enactment of this act, whichever date occurs last. 

A copy of S. 3500, together with the agency reports thereon, will 
be made part of the record at this point. 

(The documents referred to follow :) 


[S. 3500, 85th Cong., 2d sess.] 


AN ACT To require the full and fair disclosure of certain information in connection with 
the distribution of new automobiles in commerce, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Automobile 
Information Disclosure Act”. 

DEFINITIONS 


Sec. 2. For purposes of this Act- 

(a) The term “manufacturer” shall mean any person engaged in the manu- 
facturing or assembling of new automobiles, including any person importing new 
automobiles for resale and any person who acts for and is under the control of 
such manufacturer, assembler, or importer in connection with the distribution 
of new automobiles. 


1 
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(b) The term “person” means an individual, partnership, corporation, business 
trust, or any organized group of persons. 

(c) The term “automobile” includes any passenger car or station wagon. 

(d) The term “new automobile” means an automobile the equitable or legal 
title to which has never been transferred by a manufacturer, distributor, or dealer 
to an ultimate purchaser. 

(e) The term “dealer” shall mean any person resident or located in the United 
States or any Territory thereof or in the District of Columbia engaged in the 
sale or the distribution of new automobiles to the ultimate purchaser. 

(f) Theterm “final assembly point’? means— 

(1) in the case of a new automobile manufactured or assembled in the 
United States, or in any Territory of the United States, the plant, factory, 
or other place at which a new automobile is produced or assembled by a manu- 
facturer and from which such automobile is delivered to a dealer in such a 
condition that all component parts necessary to the mechanical operation of 
such automobile are included with such automobile, whether or not such 
component parts are permanently installed in or on such automobile; and 

(2) in the case of a new automobile imported into the United States, the 
port of importation. 

(g) The term “ultimate purchaser” means, with respect to any new automobile, 
the first person, other than a dealer purchasing in his capacity as a dealer, who 
in good faith purchases such new automobile for purposes other than resale. 

(h) The term “commerce” shall mean commerce among the several States of 
the United States or with foreign nations, or in any Territory of the United 
States or in the District of Columbia, or among the Territories or between any 
Territory and any State or foreign nation, or between the District of Columbia 
and any State or Territory or foreign nation. 


LABEL AND ENTRIES REQUIRED 


Sec. 3. Every manufacturer of new automobiles distributed in commerce shall, 
prior to the delivery of any new automobile to any dealer, or at or prior to the 
introduction date of new models delivered to a dealer prior to such introduction 
date, securely affix to the windshield, or side window of such automobile a label 
on which such manufacturer shall endorse clearly, distinctly and legibly true 
and correct entries disclosing the following information concerning such auto- 
mobile— 

(a) the make, model, and serial or identification number or numbers; 
(b) the final assembly point; 
(c) the name, and the location of the place of business, of the dealer to 
whom it is to be delivered ; 
(d) the name of the city or town at which it is to be delivered to such 
dealer ; 
(e) the method of transportation used in making delivery of such auto- 
mobile, if driven or towed from final assembly point to place of delivery ; and 
(f) the following information : 
(1) the retail price of such automobile suggested by the manufacturer ; 
(2) the retail delivered price suggested by the manufacturer for each 
accessory or item of optional equipment, physically attached to such 
automobile at the time of its delivery to such dealer, which is not in- 
cluded within the price of such automobile as stated pursuant to para- 
graph (1); 
(3) the amount charged, if any, to such dealer for the transportation 
of such automobile to the location at which it is delivered to such dealer ; 
(4) the total of the amounts specified pursuant to paragraphs (1), 
(2), and (3). 
PENALTIES 


Sec. 4. (a) Any manufacturer of automobiles distributed in commerce who 
willfully fails to affix to any new automobile manufactured or imported by him 
the label required by section 3 shall be fined not more than $1,000. Such failure 
with respect to each automobile shall contstitute a separate offense. 

(b) Any manufacturer of automobiles distributed in commerce who willfully 
fails to endorse clearly, distinctly and legibly any label as required by section 3, 
or who makes a false endorsement of any such label, shall be fined not more than 
$1,000. Such failure or false endorsement with respect to each automobile shall 
constitute a separate offense. 
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(ec) Any person who willfully removes, alters, or renders illegible any label 
affixed to a new automobile pursuant to section 3, or any endorsement thereon, 
prior to the time that such automobile is delivered to the actual custody and 
possession of the ultimate purchaser of such new automobile, except where the 
manufacturer relabels the automobile in the event the same is rerouted, re- 
purchased, or reacquired by the manufacturer of such automobile, shall be fined 
not more than $1,000, or imprisoned not more than one year, or both. Such 
removal, alteration, or rendering illegibile with respect to each automobile shall 
constitute a separate offense. 

EFFECTIVE DATE 


Sec. 5. This Act shall take effect on the first day of October 1958 or on the 
first @ay of the introduction of any new model of automobile in any line of 
automobile beginning after the date of enactment of this Act, whichever date 
shall last oceur. 

Passed the Senate May 14, 1958. 

Attest: 

FELTON M. JoHNsSTON, Secretary. 





UNITED STATES DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEY GENERAL, 
Washington, D. C., June 5, 1958. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN Harris: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 3500) to require the full and 
fair disclosure of certain information in connection with the distribution of new 
automobiles in commerce, and for other purposes. 

The bill would require every manufacturer and importer of new automobiles 
to affix to the windshield of each new automobile a label setting forth information 
concerning the assembly point of the automobile, the name of the dealer to 
whom the automobile is to be delivered, the method of transportation used in 
making delivery of the automobile, the factory suggested list price of the auto- 
mobile and accessories and the amount of any transportation charge. The bill 
would provide for the imposition of a fine of not more than $1,000 for failure to 
comply with its provisions and a $1,000 fine or imprisonment for 1 year, or 
both, for willfully removing or altering the label required to be attached. 

The bill as passed by the Senate contains several minor changes in the language 
which do not affect the substance of the bill. In addition to these minor changes, 
it has been limited to “passenger cars or station wagons” whereas when intro- 
duced it applied to numerous other types of vehicles. A further change would 
permit manufacturers to relabel the automobile “in the event the same is re- 
routed, repurchased, or reacquired by the manufacturer of such automobile.” 

The apparent purpose of 8. 3500 is to eliminate certain practices in connection 
with the retailing of automobiles including so-called price packing. While the 
Department of Justice favors the elimination of the deceptive practice known as 
price packing it is our view that existing antitrust legislation and legislation 
prohibiting false and misleading advertising are adequate to accomplish this 
objective. The Antitrust Division of this Department has at the present time 
several investigations directed toward the elimination of this practice. 

Those provisions of the bill which deal with factory-suggested prices of auto- 
mobiles and accessories would tend to facilitate resale price maintenance by 
manufacturers and would, in our view, create difficulties in antitrust law en- 
forcement in this area. To the extent that dealers advertise “packed prices” 
to be “‘factory-suggested list prices,” and to the extent that dealers agree to 
charge specified “packed prices,” or any prices, including factory-suggested list 
prices, existing law, we believe, would be applicable. Similar comment would 
apply if a manufacturer were to require its dealers to charge any specified or 
minimum resale price except upon compliance with the provisions of the Mc- 
Guire and Miller-Tydings Acts (15 U. S. C. 45). It is understood that there 
are no automobile manufacturers who attempt to enforce resale prices within 
the enabling provisions of those acts. It is our view that automobile manu- 
facturers, or any other manufacturers, should not be encouraged to participate 
in the formation of resale prices. Moreover, if the purpose of this bill is to 
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protect the consumer, it would seem that the most helpful information to the 
consumer would be either the price actually paid by the dealer or the excise 
tax from which the purchaser could easily caleulate the price paid by the 
dealer. The bill does not include a requirement that this information be 
listed on the label. The Department of Justice does not take a position on 
the question of whether or not the dealer price or the excise tax should be re- 
quired to be disclosed. However, we should like to note that the disclosure 
provisions of the bill fall short of requiring the relevant information which 
would be most useful to the purchaser. 

One of the principal objections to 8S. 3500 is that it is special legislation for 
the automobile industry. Even within that industry the bill is limited to 
“passenger cars or station wagons.” The practice of “suggesting” or “recom- 
mending” retail prices prevails in other industries, notably the hard-goods in- 
dustries generally. While the misrepresentation of list prices is more prevalent 
in the automobile industry than in others, it is not unknown in other industries. 
There appears, therefore, doubtful basis for singling out the automobile in- 
dustry for special treatment. 

Subsection (c) of section 3 of the bill which would require disclosure of the 
name and location of the place of business of the dealer to whom the auto- 
mobile is first delivered is not, in our view, required to achieve any of the stated 
objectives of bill. It appears that one of the effects of this provision would be 
to facilitate the control by manufacturers of the persons to whom new car 
dealers resell automobiles. It would, for example, provide a means by which 
wholesaling of new cars by dealers could be policed by manufacturers, even 
when the new car was sold to another new-car dealer. An exception is made 
when the relabeling is performed by the manufacturer. We would be opposed 
to legislation which would increase the degree of surveillance exercised by 
automobile manufacturers over dealers in respect to the persons to whom or 
the prices at which they sell products which they own. Such surveillance has 
the necessary and intended effect of interfering with the right of consumers 
to exercise freedom of choice in the market place. Thus the benefits to con- 
sumers in terms of price and service which are afforded by competition among 
all types of automobile dealers may be affected by this provision of 8. 3500. 

For the foregoing reasons, the Department of Justice is unable to recommend 
the enactment of the bill. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 


LAWRENCE E. WALSH, 
Deputy Attorney General. 


THE SECRETARY OF COMMERCE, 
Washington, D. C., May 28, 1958. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


DraR Mr, CHATRMAN: This is in reply to your request dated May 19, 1958, 
for the views of this Department regarding S. 3500, an act to require the full 
and fair disclosure of certain information in connection with the distribution 
of new automobiles in commerce, and for other purposes. 

We have given careful consideration to this and various other proposals which 
have been advanced to encourage widespread revival and recovery of the auto- 
mobile industry, which we recognize as a vital segment of our economy. Our 
eonclusion is that S. 3500 may materially contribute to such revival and recovery, 
and we accordingly recommend its enactment. 

We are aware that the Department of Justice is currently engaged in a 
roughly parallel program under the antitrust laws to eliminate objectionable 
practices. Nevertheless, we feel that S. 3500 appears to offer possibilities of 
more immediate restoration of the necessary confidence on the part of buyers 
in the integrity of the prices at which cars are offered. In particular the bill 
should operate not only to expose and thereby to eliminate the much discussed 
practice of “price packing,” but should also afford to buyers a better basis on 
which to judge the values offered them. 
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This is the opinion of the Department of Commerce and has not as yet been 
approved by the Bureau of the Budget. In view of the time element involved, 


we are simply sending it for the information it contains which may be helpful to 
the committee. 


Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 

Mr. Mack. We have scheduled the hearings for today, and in order 
to be extremely fair, if any person desires to testify and informs us 
any time today, we will make arrangements for him to testify on this 
legislation. 

Our first witness this morning will be Mr. Thomas F. Abbott, Jr., 
who I understand is a Pontiac dealer at Fort Worth, Tex., and i is also 
director of the National Automobile Dealers Association. If my 


understanding is correct, he will testify in behalf of the National Bets 
mobile Dealers Association. 


STATEMENTS OF THOMAS F. ABBOTT, JR., DIRECTOR, AND ROWLAND 
F. KIRKS, COUNSEL, NATIONAL AUTOMOBILE DEALERS ASSOCIA- 
TION 


Mr. Assorr. My name is Thomas F. Abbott, Jr. I am a Pontiac 
dealer from Fort Worth, Tex. 

Mr. Chairman and gentlemen of the committee, on behalf of our 
national association, which I have the honor of serving as chairman 
of the national affairs committee for 1958, I wish to thank you for the 
privilege of appearing before you to present the views of our associa- 
tion on 8. 3500. 

The National Automobile Dealers Association represents some 
25,000 enfranchised automobile dealers situated in almost every city, 
town and hamlet in the United States. We have had the privilege 
of appearing before this distinguished committee upon numerous occa- 
sions in the past, and, at the outset, we wish to express our deep appre- 
ciation for the many fine contributions this committee has made to 
the welfare of the retail automobile industry. 

It is our sincere belief that enactment of S. 3500 will be one of the 
most significant developments in years directed to improving condi- 
tions in an industry which is the bellwether of the Nation’s economy. 

At the outset I Wish to state it is the overwhelming and enthusi- 
astic sentiment of the preponderant number of our members, that the 
objectives and methods of approach to reach these objectives embodied 
in S. 3500, as it passed the Senate, are sound and desirable. First and 
of paramount interest to our members is the fact that these objectives 
are in the public interest. The entire purpose of the bill is to protect 
the consumer, and in this we heartily concur. 

NADA, as spokesman for the retail segment of the automobile in- 
dustry, has, over the last 5 years, sought by negotiation with the man- 
ufacturers and by countless conferences with the Department of Jus- 
tice, the Federal Trade Commission, and other departments of the ex- 
ecutive branch of our Government, to work out practical business so- 
lutions which would be legal w ithin the framework of existing laws, to 
do away with the things S. 3500 is designed to correct. 

Although tremendous energies have been expended by NADA to 
resolve these matters, little, if any, noticeable progress has been 
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realized. Under such circumstances, the one other alternative must be 
exploited at this time, resort to Congress seeking the enactment of 
federal statutes to correct the conditions. 

The public is most fortunate in having S. 3500 designed and intro- 
duced to provide maximum protection to them in the area of automo- 
tive purchases. 

We recognize, of course, as I know you do, that the enactment of 
S. 3500 will not solve all the problems in the automobile industry. 
Those which you are correcting, however, are of such major signifi- 
cance that the enactment of S. 3500 has captured the enthusiastic in- 
terest and support of the dealer body of America, and once the con- 
suming public becomes aware of the impact this legislation will have 
upon the marketing of automobiles, you may rest assured that the 
public en masse will join with us in advocatnig the immediate enact- 
ment of S. 3500. 

It seems unnecessary and inappropriate, Mr. Chairman and gentle- 
men of the committee, for me at this time to review in detail all the 
historical development and background of the many undesirable and 
unfortunate merchandising practices detrimental to the buying public 
that have developed within our industry which S. 3500 will cure or 
minimize. 

We are the first to recognize that, irrespective of what may have 
been the cause of the many unsavory and harmful practices engaged in 
by the minority in our business, they have infected the good health 
and reputation of all of us who are in the business. In turn, these 
practices have certainly worked to the detriment of the buying public 
at large. As a result of the chaotic confusion, doubt and suspicion 
developed in the minds of the buying public, sales have been retarded, 
which in turn has set off a chain reaction affecting the entire automo- 
bile industry. The results of the decline in sales have adversely and 
alarmingly affected the entire economic structure of our Nation. 

With your permission, I shall indicate two areas in the marketing 
of automobiles which, as now conducted by a small group of dealers, 
are to the distinct disadvantage of the buying public and to the dis- 
credit of our industry. These distasteful practices will be corrected 
by the passage of S. 3500. 

First, I have reference to the undesirable advertising techniques 
engaged in by some which give rise to the second, a practice known 
in the trade as packing and overallowance. 

I wish to address myself to the subject of advertising as it has ex- 
isted in the past and is currently practiced in some quarters, and the 
effect that the enactment of S. 3500 would have upon it. All of us, 
Mr. Chairman, have read or heard examples of false and misleading 
advertising pertaining to the sale of automobiles. 

Here are some of the things NADA has fostered in its programs to 
correct the situation before coming to the Congress and seeking the 
legislative relief which S. 3500 will provide. 

In 1955, in cooperation with the Association of Better Business Bu- 
reaus, NADA’s advertising ethics committee developed recommended 
standards of practice for advertising and selling automobiles. 

Here is a copy of that advertising code which I would like incorpo- 
rated in its entirety as a part of my statement, even though at this 
time I shall only refer to several points included therein. 
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Mr. Doxirneer (presiding). Without objection, it will be inserted 
in the record at this point. 


(The information referred to follows :) 


STATEMENT OF ADVERTISING PRINCIPLES, NATIONAL AUTOMOBILE DEALERS 
ASSOCIATION 


PREFACE 


In December 1955, the National Automobile Dealers Association, cooperating 
with the Association of Better Business Bureaus, developed recommended stand- 
ards of practice for advertising and selling automobiles. 

These standards were approved by both the National Automobile Dealers As- 
sociation and the Association of Better Business Bureaus. 

The National Automobile Dealers Association recognizes that vast improve- 
ments have been made as a result of this joint action by NADA and the ABBB. 

At the same time, the National Automobile Dealers Association recognizes the 
need for further statements of advertising principles. 

Therefore, the advertising ethics committee of NADA, with the approval of 
the NADA executive committee, issues below this further statement constituting 
a supplement to its recommended standards of practice for advertising and selling 
automobiles, and in it sets forth what it believes to be basic advertising 
principles. 

These principles have been developed in a desire to be of service to the cus- 
tomer, the dealer, and the manufacturer. It is recognized that their specific 
application must be tested by time and experience—and may require subsequent 
modification or amplification. It is hoped that all the parties affected will, in 
good faith, cooperate to the end that these practical, reasonable, and workable 
principles will be employed in the public interest. 


PURPOSES 


NADA believes that advertising, as a whole, should not create a misleading 
impression even though any statement, illustration, or device therein—separately 
considered—is literally truthful. Advertising should be accurate and clean, 
and should not be unfair, confusing, or deceiving to the public in any manner. 

It should be noted that these principles are not intended in any way to in- 
fringe upon the individual dealer’s right to sell or advertise his products at what- 
ever prices he chooses. 

In the principles set forth below certain advertising practices are enumerated 
as contrary to the public interest and to the betterment of the automobile in- 
dustry. These principles show not only specific instances of advertising con- 
sidered in bad taste, unethical, misleading, false, and deceptive but they also 
establish an “intent.” This “intent’’ would similarly condemn advertisements 
which, while they may be differently worded, carry the same types of public 
appeal. 

PRINCIPLES 


Exaggerated saving claims.—No advertisement should contain grotesque and 


exaggerated claims of alleged savings to the customer. The following are typ- 
ical examples: 


“1 penny profit” 

“$1 profit” 

“Just leave us a buck” 
“Profit is no motive” 

“Save thousands of dollars” 
“$10 over our cost” 

“$50 over our cost” 

“At our actual cost” 

ete. 

“Must” sales.—No ads should state the X number of new vehicles which must 
or will be sold during a specific amount of time. 

Phrasing.—Ads containing such phrases as “largest volume,” fantastic sav- 
ings,” “direct factory dealer,” should not be used. 

Distress selling—Automobiles should not continually or frequently be adver- 
tised as distress merchandise. Terms such as “overstocked,” “need cash,” 
“stock reduction week,” “must be disposed of,” “warehouse clearance,” should 
not be used. 
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Supermarkets.—No new car dealer should advertise “supermarket.” 

Term advertising.—If a dealer advertises terms he should show the downpay- 
ment, the number and the amount of payments necessary to complete the trans- 
action, 

Downpayment.—Where an advertisement calls for no payment before 45 days 
or longer, the ad should stipulate the amount of downpayment necessary to 
make the transaction—as an example, “No payments for 6 months,” should be 
clearly defined. 

Balioon note.—If the payments advertised in the finance deal have as a con- 
dition of the deal a “balloon note,” it should be so stated in the advertisement. 
The advertising of a finance plan which includes a “balloon note” should state 
the amount of each monthly payment and the amount of the “balloon note” at 
the expiration of the monthly payments. 

Misleading terms—The terms “No money down,” “No down payment,” “No 
eash needed,” “$5 down,” or similar phrases should not be used if some other 
condition is required to purchase the car so advertised unless under such con- 
ditions, phrases such as “With trade-in,” “Cosigner required,” “Collateral re- 
quired,” “Will arrange loan through an authorized loan company,” or equally 
clear explanations qualify the terms. These qualifications should be printed in 
14-point type or larger or given equal prominence with the above phrases. 

Volume dealing.—No advertisement should imply that because of large sales 
volume a dealer is able to purchase new cars for less than another dealer selling 
the same make of car. 


Statement of costs—No advertisement should be run which offers cars at $000 
ever cost. 

Giveaways.—No equipment, accessories, finance or insurance charges, trips, 
er other items should be described as “free” or available at a price under whole- 
sale cost, if the advertised cars can be purchased at a discount or lesser price 
without such articles or gratuities. 

Used cars.—No advertisement should be so worded to imply that a car is new 
when, in fact, it is a used car. 

Demonstration and executive cars.—Current models should be advertised only 
when they have been in service a reasonable length of time. These cars should 
not be used as “bait,” and they should be available as and when advertised. 

Trade allowances.—When a trade allowance is quoted as an offer for a 
ear of a specific year and make, and such trade allowance is dependent upon 
the model or condition of the car to be traded in, and the model of the car to be 
purchased, that fact should be plain and prominently stated in conjunction with 
the trade allowance offered. The use of phrases such as “Up to,” “As much as,” 
should not be considered an adequate explanation. 

Eye-catching ads.—Advertisements for a particular car should not picture an- 
other model as an “eye-catcher.” 

Factory tie-in Cars should not be advertised in such a way as to imply that 
the dealer has any connection with the factory that other dealers handling 
the same make car do not have. 

Additional phraseology.—The following are set forth as additional examples 
of phraseology which, as generally used, are not in harmony with these prin- 
ciples : 

Best deal in town 

Costs no more at X Motor Co. 
Most fabulous deal in town 
Lowest prices 

Terrific savings 

Highest trades 

Top trades 

Amazing allowances 

Must sell XX car by (date) 

X dealer beats them all 

Deal of the year 

King-size dealers 

We dare you 

They’ve got to go 

We will not be undersold 

Would you take $000 for your car 
No reasonable offer refused 
Downpayment everyone else said was too low 
Deal all other dealers have refused 
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Wheeling and dealing 

$000 for your trade 

Name your own terms (or deal) 

Our volume sales Save you money 

You'll get as good a deal as “J. Smith” 

The trade-in allowance no one else could possibly give 
Special attention to out-of-town buyers 


Mr. Assorr. In addition, recognizing the responsibility of every 
dealer to maintain high standards of business ethics and integrity, 
NADA has an established code of ethics for the guidance of its mem- 
bers’ operations. 

I should like also to have this document included in the record. 

Mr. Dotirncer. Without objection, it is so ordered. 

(The information referred to follows :) 


DECLARATION OF POLICIES OF THE NATIONAL AUTOMOBILE DEALERS ASSOCIATION 
Adopted by the NADA board of direetors, January 1955 
INTRODUCTION 


The sale and distribution of automobiles is one of the Nation’s largest and 
most important industries—and, as such, is of vital interest to the American 
public. 

In order to be of greatest service to its members, to the automobile industry as 
a whole, and to the public which its membership serves, it is important that the 
National Automobile Dealers Association function through a_ well-conceived 
plan of action. 

To assure complete coordination and continuity in all activities of the asso- 
ciation it is necessary that basic policies be adopted, and, from time to time 
amended, to serve as a control under which current programs may be developed. 


PURPOSES OF THE NATIONAL AUTOMOBILE DEALERS ASSOCIATION 


The National Automobile Dealers Association was organized in 1917 and 
throughout the period of its existence has continued to provide representation 
and leadership at the national level on behalf of the Nation’s franchised new- 
car and new-truck dealers. The representation provided by the association gen- 
erally centers in prescribed areas of activity set forth as the purposes of the 
association in the certificate of incorporation. These purposes are: 

1. To promote a high plane of business ethics for those engaged in the retail 
motor-vehicle business. 

2. To encourage and promote a spirit of cooperation among automobile dealers 
and their affiliation with and support of State and local associations and the 
National Automobile Dealers Association so that the interests of all automobile 
dealers and the general public, in relation thereto, may be best served. 

3. To encourage and assist in the formation of State and local associations 
and seek to merit their cooperation with and support of the National Automobile 
Dealers Assoviation. 

4. To endeavor to raise to the highest degree the standards, ethics, and prae- 
tices of automobile merchandising to the end that the trade, through efficient 
management, may enjoy the opportunity for profitable operation and the build- 
ing up of financial security. 

5. To seek through cooperative efforts the correction of any unfair or un- 
businesslike practices. 

6. To conduct such investigations, studies, and researches as may be necessary 
and advisable to compile factual data and gather information, the knowledge of 
which would be useful and valuable to the trade toward improving the efficiency 
of its operations. 

7. To oppose discriminatory legislation relating to the motor-vehicle retailing 
trade, and promote model laws and the enactment of such legislation as will 
benefit the trade and the public, recognizing the principle of self-determination 
in each State. 

8. To issue such trade publications as the board of directors may authorize. 

9. To promote street and highway safety. 
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Basic policy 


A basic policy establishes the limits within which the association may conduct 
any activity or current program. 


Current program 


A current program represents an activity which has been duly adopted by the 
membership—by the board of directors—or by the executive committee. A cur- 
rent program must conform to the applicable basic policy. It will represent a 
current activity which may be discontinued by the same body adopting or approv- 
ing such specific program. 


How NADA policies are developed 


All proposals to be developed into an NADA policy, while general in scope as 
to our industry, must clearly define the objective and the limitations within which 
a current program may be conducted. 

Policy proposals may originate with a member, a committee, the staff, the 
executive committee or the board of directors. 

In every case the policy proposal will be submitted to the executive vice 
president who shall forward it to the policy and planning committee with his 
comments and recommendations. It shall be the duty of the policy and planning 
committee to consider carefully whether the proposal— 

(a) Is eligible; 

(b) Does not conflict with any other basic policy ; 

(c) Is in compliance with the bylaws or if an amendment is required; 
(d@) Is in conformity with the current and long-range plans of the associa- 


tion. 

1. The policy and planning committee will schedule a meeting when a member— 
a chairman of a committee—the executive vice president or an officer requests 
an opportunity to present views concerning a proposed policy. 

2. In cases where the policy and planning committee—after careful considera- 
tion—finds that the committee is unable to recommend adoption of proposed 
policy as submitted, the policy and planning committee will invite the proposer to 
a meeting with the object of reaching an agreement on such changes as the com- 
mittee deems wise or necessary to serve the best interests of the association. 

3. The policy and planning committee will submit a report containing the 
text of each eligible proposed policy—with comments and recommendations— 
and a copy will be mailed to every director 30 days prior to the Board meeting 
next scheduled. 

Whenever the policy and planning committee recommends disapproval of a 
proposed policy, a complete statement of all arguments—both pro and con—will 
accompany such report. 

The board of directors may act on proposed policies submitted by the policy 
and planning committee; approve or disapprove; or the board of directors may 
order a proposed policy to be submitted directly to referendum vote of the mem- 
bership. In the latter case, the board of directors will specify the closing date 
of the vote. 

On all balloting in any matter involving basic policy the vote of each director 
shall be recorded and retained in the minutes. 

Any action by the board of directors in adopting or rescinding a basic policy 
or in submitting a proposed policy to a referendum, shall be by a two-thirds vote 
of the directors present at any meeting of the Board where at least one-half of 
the directors in good standing are present. 

4, In any case where the prompt adoption of a basic policy is desirable it may 
be submitted to a mail vote of the board of directors as follows: 

(a) If such action be recommended by the policy and planning committee ; 

(b) If such action be recommended by any committee operating under 

basic policies ; 

(c) If such action be recommended by the executive vice president ; 

(d@) If such action be directed by the president. 
If a mail vote is so requested the policy and planning committee will immedi- 
ately submit such proposed policy to the board of directors in accordance with 
all provisions in No. 3 and the directors shall return their ballots within 30 days. 

5. A basic policy, having been duly adopted in accordance with the provisions 
cited herein will be printed in sufficient quantity to distribute to all directors, 
all members of standing or special committees and to such members of the staff 
as may be designated by the executive vice president. Appropriate binders 
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should be furnished to personnel designated above, so each basic policy or cur- 
rent program as adopted may be filed in appropriate position. 

The board of directors of the executive committee may authorize the distribu- 
tion of policy declarations as may be for the benefit of the association and in the 
public interest. 

All basic policies will remain in force until amended or rescinded by action 
of the board of directors in the same manner as provided for adoption of basic 
policy. 


Policies 


The following policies are the operating guides by which and through which 
the National Automobile Dealers Association seeks to attain the basic purposes 
of the association as set forth in its certificate of incorporation. 

Each policy sets forth an objective, on a broad, generai scale; each policy 
establishes a method of carrying this objective to an ultimate goal. 


Duty to the public 


The measure of success enjoyed by new car and new truck dealers and the car 
and truck manufacturers is dependent upon public acceptance of their mer- 
chandise, greatly enchanced by the friendly services rendered by the dealers. 

Policy.—In the preparation of all association policies, programs and activities 
careful consideration for the best interests of our public is always paramount. 


Ethics and standards 


The magnitude of the new car and new truck retailing industry, the number 
of customers it serves and the number of people it employs gives it a heavy eco- 
nomic, political and social responsibility. Its success in carrying out this re- 
sponsibility rests basically on mutually satisfactory relationships between each 
dealer and his customers. It is essential that each dealer understand his re- 
sponsibility and that he maintain high business standards and ethics in the con- 
duct of his business. 

Policy.—To provide leadership to nembers in establishing high business stand- 
ards and ethics so as to merit public confidence and respect. 

National legislation 


It is the duty of NADA to keep abreast of all national legislative trends and to 
work diligently for the enactment of laws which are, or to prevent the enactment 
of laws which are not, in the opinion of the association, first, in the public in- 
terest; second, which preserve America’s free competitive enterprise system ; 
and, third, which promote the interests of America’s new car and new truck 
dealers, insofar as these interests are consistent with the general good. 

Policy.—To obtain members’ views on national legislation affecting our in- 
dustry by providing an analysis of such legislation in order that the members 
may, through action of the board of directors, or by referendum, establish the 
position to be taken on such legislation by the association. 


Taxes 


Taxes should be fairly and equitably distributed among all segments of the 
public. Duplicate and multiple taxation should be discouraged and where prac- 
ticable eliminated. If our economy is to continue to develop and expand, suffi- 
cient income, after taxes, must be retained to stimulate individual initiative and 
the flow of private capital into productive undertakings, resulting in the crea- 
tion of new markets, increased employment, additional wealth for the Nation, 
added revenue to the Government and higher standards of living. 

Policy.—To insure that tax measures affecting our industry shall be fair and 
equitable. 


Excess taxes 


*assenger automobiles and trucks are essential commodities in American life. 

In relation to luxuries and to other less essential products, the automobile 
bears an excessive share of the excise tax burden. 

The excise tax on cars, trucks, parts and accessories was enacted originally as 
a temporary emergency measure. The emergency which brought the excise tax 
into being has long since ceased to exist. 

The continuance of such temporary and highly discriminatory emergency 
measures is not in the public interest. 

The manufacturer’s Federal excise tax on cars, trucks, parts and accessories 
is now scheduled by law to be reduced on April 1, 1956. 
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Policy.—To support legislation which will reduce and eventually eliminate 
excise taxes on cars, trucks, parts and accessories, and provide for refunds on in- 
ventory in stock when reductions become effective. 


Labor-Management Relations Act 


Sound employer-employee relations are essential to our national prosperity and 
welfare and the preservation of our free enterprise system. In order to promote 
the welfare of employers, employees and the consuming public and to preserve 
the free enterprise system, NADA subscribes to the proposition that automobile 
retail and service businesses essentially local in character should be governed 
solely by State law and should be exempt from the provisions of the Labor- 
Management Relations Act. 

Policy.To take the necessary steps to accomplish, and once accomplished, 
then to preserve, exemption of automobile retail and service businesses from the 
Federal Labor-Management Relations Act. 


Fair Labor Standards Act 


The franchised retail automobile dealer is engaged in a business which is 
essentially local in character. Recognizing this fact, the Congress has decreed 
that the coverage of the Federal wage and hour law shall exclude and exempt 
from its application local establishments whose operations are not in interstate 
commerce nor substantially affect interstate commerce. 

Therefore, the retail exemption now contained in the Fair Labor Standards 
Act (Federal wage and hour law) should be retained in its present form. 

Policy.—To support the retention of the retail and other exemptions presently 
contained in the Fair Labor Standards Act and to obtain more favorable exemp- 
tions for retailers and to oppose any effort to eliminate such exemptions from 
that act. 

Social security 

NADA accepts the principle that social security laws are sound. The tax 
burden of supporting the present Federal social security program is shared 
jointly by employers and employees. This tax is already sufficiently heavy. 

If the employer’s tax is allowed to become excessive it would seriously im- 
pair the Nation’s economy. 

Policy—To promote legislation providing for a thorough and accurate 
actuarial study in order to insure that increases of tax as contained in the 
present act are wholly justified and necessary to provide the required funds. 


Industry relations 


The automobile industry, composed of two major and interdependent seg- 
ments—a manufacturing and a distributing branch—has grown through the 
years to be one of the Nation’s basic and most dynamic industries. Its vast 
operations affect the well-being and character of nearly every American 
community. 

Recognizing that both branches must cooperate effectively and coordinate their 
activities to their mutual advantage and to the benefit of the public NADA feels 
that an area of working harmony must be established and developed between 
manufacturers and their dealers. Only in this way can a just and mutually 
satisfactory industry relationship be maintained with an assurance of continuity. 

Points of issue between manufacturers and dealers are best settled within the 
industry, through voluntary measures, by representatives who are fair-minded, 
objective in their thinking and who are qualified by the responsibilities of their 
office to make policy decisions in the name of the company or organization for 
which they speak. 

Policy.—To resolve problems arising out of the manufacturer-dealer relation- 
ship by whatever lawful means are required for their solution. 


Dealer-factory selling agreement 


A selling agreement between manufacturer and dealer should protect ade- 
quately the interests of each party. It should contain a “statement of intent” 
which will define the philosophy of the manufacturer in the field of dealer-fac- 
tory relations. It should impose no undue burden on either party. It should set 
forth in clear-cut fashion the conditions under which the manufacturer expects 
the dealership to be operated and the obligations which the manufacturer accepts 
toward his dealers. It should be a continuing agreement in which the only 
eauses for cancellation by either party are clearly stated and which cannot be 
canceled without a violation of a specified cause. It should be a document that 
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inspires loyalty and mutuality of interest; one in which both parties eschew 
any statements or conditions that would promote dissension, suspicion or ill-will. 

Policy.To work unrelentingly to obtain a selling agreement incorporating the 
above conditions. 


Bootlegging 


The sale of new automobiles to unauthorized dealers for resale as new cars, 
commonly called bootlegging, does not, generally, protect the retail purchaser by 
providing adequate and specialized inspections and warranty service and is a 
potential hazard to public safety. Furthermore, this practice tends to destroy 
the method of distributing new cars and new trucks that has proved itself to be 
an economically sound method of providing safe and essential transportation and 
service to the motoring public. 

Policy.—To work vigorously for the elimination of this and similar practices 
by whatever lawful means are required for solution. 


Phantom freight 


The freight charges that are made to automobile retail dealers by automobile 
manufacturers must be realistic. There has grown up in the industry a practice 
of making a freight charge to the dealer based on the cost of shipping assembled 
automobiles from the manufacturer’s principal factory, although the car is assem- 
bled at a point much closer to the dealer’s place of business and the actual freight 
charges incurred by the manufacturer are less than those which the dealer and 
the ultimate consumer are required to pay. 

Policy—To use all lawful means to bring about the elimination of phantom 
freight charges. 


National make advisory committees 


It is essential that NADA provide channels of communication through which 
dealers may present information as to the problems between dealers and manu- 
facturers. By the process of the new car dealers in each State for each make 
electing one of their own fellow dealers as their representative, a national make 
advisory committee has been established for each make of passenger car. In the 
same manner one representative shall be elected to represent all the independent 
new truck dealers in each State. By these means each NADA member is afforded 
the further opportunity of transmitting opinions, suggestions or complaints in the 
field of dealer factory relations. 

Policy.—To maintain these elected national make advisory committees, at full 
strength, at all times. 

To encourage all committees to carefully consider such family problems as may 
confront their fellow dealers of the same make and endeavor to resolve such 
problems by a friendly conference table method. 


Interassociation relations 


A close coordinated relationship between national, State and local associations, 
characterized by mutual interest and respect, understanding, cooperation and en- 
thusiasm makes possible the desired maximum effective influence and effort to be 
exerted toward the accomplishment of association purposes, objectives, and 
ideals at all levels of activity. 

Policy.—To develop and maintain a close relationship of enthusiastic coopera- 
tion and coordinated activity between the national association and the State and 
local associations at all times by establishing clear-cut channels of communica- 
tion in order that the trade associations in our industry may operate with a 
continuing high degree of competence in rendering member services. 


Public relations 


Favorable public attitude is highly important to the welfare and prosperity 
of the franchised new-car and new-truck dealer. This public attitude is the sum 
total of the individual opinion of each person toward each new-car and new-truck 
dealer as well as toward the retail automobile industry as a whole. 

In concise terms, public relations is the continuing process by which manage- 
ment endeavors to obtain the good will of its customers, and the public at large— 
inwardly through analysis and correction; outwardly through all means of ex- 
pression and communication. 

Policy.—To guide, encourage, and inspire the members of NADA to practice 
good public relations at all times; and to stimulate and encourage State and local 
associations to recognize and emphasize good public relations in their own pro- 
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grams and activities in order that the franchised dealers in the industry will be 
put before the public in the most favorable light. 


Personnel relations 


The success of the retail automobile industry depends upon the attainment and 
maintenance of good human relations in every department of every dealership. 
Good human relations in turn depends upon a mutual understanding between 
dealers and their employees as to the objectives of the business and the needs 
of employees. 

Policy.—To provide leadership, advice, and service to members on personnel 
problems; to create a continuing awareness of the importance of good human 
relations ; to provide the best possible information on-how to create and maintain 
effective personnel relations; to encourage and assist dealers to maintain such 
high standards in their relations with employees in order that the interests of 
the public, the employee and the dealer will be most effectively served. 


Research 


The need for a firm foundation of facts and figures in dealing with complexities 
and problems in present-day automobile retailing is apparent. Research is a 
basic tool of management. 

Research results, to be used effectively, must reflect the highest standards in 
statistical methods and techniques. These results must be presented simply and 
practically so that they may be useful. 

Policy.—To collate and maintain for ready reference a library of historical 
factual data of activity since NADA was first organized; to keep this library 
up to date so we are at all times in a position to provide facts. 

Prepare analyses and evaluations by conducting research in industry and eco- 
nomic fields in order that our members may be kept informed of practices and 
trends that will enable them to operate under the most favorable conditions of 
good management. 


Information to outside sources 


NADA is frequently asked to provide information to outside sources on many 
of the activities conducted by the association. In order that there may be uni- 
formity of action when such requests are received it is necessary that a policy 
be established. 

Policy.—To act on requests from outside sources by using the following ques- 
tions as guides: (a) Will this information harm any segment of our member- 
ship? and (0) Will the dissemination of this information be of benefit to NADA? 
Under no circumstances should there be released a list of NADA members with- 
out the specific authority of the executive committee in each instance. 


NADA publications 


Many objectives of the National Automobile Dealers Association are capable 
of attainment only if there is present a thorough and well-organized system of 
communication between association and member. The printed word is a potent 
means for keeping the entire membership informed of the intent and progress 
of the association’s programs and activities and for maintaining sustained support 
of these programs and activities. 

Policy.—To provide for clear communication between the association and 
its members by issuing publications having specific functions, in order to present 
suggestions and ideas to new car and new truck retailers in all fields of manage- 
ment and to report information of economic trends or particular events that 
affect the welfare and future of NADA members. 


NATIONAL AUTOMOBILE DEALERS ASSOCIATION CODE OF ETHICS 


Recognizing the responsibility of every merchant to maintain high standards of 
business ethics and integrity, the National Automobile Dealers Association has 
established the following principles to guide the operations of its members: 

1. To price our products and our services fairly, based upon our costs, plus 
a reasonable profit. 

2. To allow fair and reasonable prices for used vehicles offered in trade. 

3. To properly inspect and service all vehicles before delivery to our customers. 

4. To provide facilities, personnel, and stock of replacement parts, adequate 
to properly service the vehicles we sell. 

5. To accurately represent and advertise our merchandise and services. 
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6. To furnish the lowest finance and insurance charges consistent with sound 
business. 


_ 


7. To support programs designed to promote adequate highways and traffic 
safety. 


We accept these principles and pledge this organization to abide by them. 


Mr. ese In part, this code calls upon our membership to— 

. Price our products and our services fairly, based upon our 
c oss plus a reasonable profit ; 

Allow fair and reasonable prices for used vehicles offered 
in rip and 

Accurately represent and advertise our merchandise and 
services. 

Our advertising ethics committee, with the aid of thousands of 
NADA members, the Association of Better Business Bureaus and 
some factory cooperation, has and is continuing to make strides to 
clean up such advertising. But it cannot be said that these efforts 
alone have or will produce 100 percent satisfactory results. 

It is an acknowledged fact that most of this questionable type of 
advertising is conducted in metropolitan areas, but its influence 
through newspaper, radio, and television coverage reaches out to the 
smi aller communities. 

It is difficult to explain to a prospective purchaser how another 
dealer elsewhere can advertise a discount of $1,000 on a factory fresh 
new car: or how he can offer $1,000 more for his used car whether or 
not it will run; how he can sell cars with no interest or insurance 
changes on financing, and how he can offer a gorgeous mink coat for 
the little lady plus a Florida vacation for two. 

Please to be assured, we do not, and I repeat not, favor any legisla- 
tion which has as its objective the restriction or limitation of business 
competition as we Americans know it. Competition is the cornerstone 
of our democratic way if life, and the medium which has endowed us 
with the high standard of living we enjoy. 

I believe the average small dealer feels that S. 3500 will tend to pro- 
vide for equality of competitive opportunity and will not penalize 
any segment of the industry. It will also alleviate some of the criti- 
cism to which we have been subjected, because of the sharp and un- 
ethical practices of a comparativ ay small group of dealers. 

The American talent for devising new and unique methods of ad- 
vertising will always, I presume, give expression to the desires of 
merchants to entice customers to deal with them. But as to the prob- 
lem at hand, it is the unqualified opinion of the franchised automobile 
dealers that the enactment of S. 3500 will, in large measure, extinguish 
the foolishness engaged in by the disruptive minority who persist in 
making false and misleading claims in their advertising. 

As is always the case, when a handful of members of an organized 
group engage in an unsavory practice, acquiring notoriety, such con- 
cluct is universally applied to all members of the group. The good 
are victims of condemnation by assoc iation. This is equally true with 
respect to the practice known as “packing” in the retail automobile 
industry. 

Packing can be defined as the practice of marking up or adding 
charges over and above the normal recognized markup from the whole- 
sale price at which a dealer purchases an automobile from a manu- 











16 AUTOMOBILE LABELING 


facturer, and let me interject here that the dealer pays cash on the 
barrelhead before he receives the car from the manufacturer. 

The pack in the new-cear price was offset, of course, by overallowance 
on the trade-in value of the customer’s used car. Much of the trouble 
caused by the pack has been the misconception, created in the minds of 
the public, as to the value of the used car in today’s market, as well 
as the uncertainty of knowing what the new car is worth. This 
practice is neither new nor illegal. 

However, the byproducts of packing have been confusing to the 
public and extremely damaging to our industry. 

You will recall that as early as 1939, the Federal Trade Commission 
discussed this practice—FTC Report, 1.1065. The practice struck 
with a vengeance in 1954 when certain manufacturers suggested it 
be engaged in by their dealers. 

In testifying before the Subcommittee on Antitrust and Monopoly 
of the Committee on the Judiciary of the United States Senate in 
1955, Mr. M. H. Yager, Pontiac dealer of Albany, N. Y., said that 
packing was condoned and encouraged by General Motors (report of 
the hearings, p. 3457). 

Subsequent to this hearing, the late Mr. J. A. Hinote, a Lincoln- 
Mercury dealer from Reno, Nev., testified extensively to like effect on 
this subject before the Subcommittee on Automobile Marketing Prac- 
tices of the Senate Committee on Interstate and Foreign Commerce 
during the months of January, February, and March 1956, as did 
James P. Mayo, a dealer from Nashua, N. H. 

The resurgence of packing has been accounted for in several ways. 

The Big Three set production records in 1955, and an unbridled 
production race for first place was launched. The industry swung 
from a seller’s market to a buyer’s market. With a race for industry 
position and pressure upon the dealers to market volume, packing was 
resorted to in an effort to stimulate customer interest and to indicate 
that a good deal or bargain was available to him. It permitted the 
dealer to make an overallowance on the used car to be traded, and pro- 
vided the customer with the required down payment he could not have 
produced otherwise. 

This was the vehicle designed to assist the manufacturer to gain 
position in the production race and to enable the dealer to sell more 
cars at a profit to the manufacturer, but not necessarily to himself. 
Of course, it must be remembered there was no Public Law 1026 on 
our statute books at that time. The dealer either sold quantity or he 
was threatened with cancellation. 
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The practice of packing drew into the new-car market many buyers 
who should have remained in the used-car market. Another outgrowth 
of packing was the fantastic phony discount. Throughout this period 
of false values, misleading advertising, and fictitious discounts, the 
actual profit to the dealer was diminis ing. This is borne out by the 
profit picture, before taxes, of the retail automotive industry over the 
past several years, which was six-tenths of 1 percent in 1954; 1.7 


percent, 1955; eight-tenths of 1 percent in 1956, and seven-tenths of 
1 percent in 1957. 


For the first quarter of 1958, there is no dealer profit, figures an- 
nounced this week reveal that, "for the first time in N ADA history, 
the operating average for the retail industry is eight-tenths of 1 per- 
cent in the red before provision for Federal taxes. 


At this point, Mr. Chairman, I would like to offer a copy of our 


operating averages for the automobile retailing industry for the first 
5 months of this year. 


Mr. Dotxincer. Without objection, it may be made a part of the 
record. 


(The information referred to follows :) 


OPERATING AVERAGES FOR THE AUTOMOBILE RETAILING INDUSTRY, 
First 3 Montus, 1958* 


From reports received from dealer members in NADA’s Business 
Management Survey of dealer operations 


NADA BUSINESS MANAGEMENT SURVEY REPORT FOR THE FIRST 3 MONTHS, 1958 


NADA’s first quarter survey found 55 percent of the Nation’s new-car deal- 
ers operating at a loss. 

In the first 3 months, traditionally one of the most profitable periods of the 
year, operating results for all dealers combined averaged a red figure of eight- 
tenths of 1 percent. This was before any provision for Federal taxes by those 
fortunate enough to show some profit. 

While dealers struggledeto overcome an expense burden of 16 percent of total 
sales in all departments, their new- and used-car business returned a gross 
profit of only 9.4 percent. 

On this narrow margin, and with volume off 23 percent from last year, the 
average gross from combined new- and used-unit sales, after selling expenses, 
covered only 28.4 percent of fixed overhead. The first quarter of 1957 this “car 
absorption” ratio was close to 50 percent. 

Obviously, during this period, the greater majority of dealers were drawing 
heavily on service and parts profits to keep their new-car departments in 
operation. 

New passenger car inventories on March 31 averaged 20 per dealer for an esti- 
mated total of 760,000. Together, new cars and trucks in stock amounted to a 
73 days’ supply at the current rate of sales. Used-car stocks were in somewhat 
better shape, averaging a 43 days’ supply. 

It would appear, at this point, that only an early end of the so-called “auto- 
mobile recession” and a reversal of the usual seasonal trends in buying could 
brighten the profit outlook for the balance of the year. 


1 Prepared by National Automobile Dealers Association, Washington, D. C. 
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New cars and trucks, Mar. 31, 1958 














} i 
| Group I Group II | Group III | Group IV | amas Industry 
| average 
. | 
Inventory per dealer: | 
Passenger cars.--_- cae 12.6 | 30.8 | 58.2 | 113.6 20.1 
Trucks (per truck dealer) ___- } 3.9 | 6.8 | 13.0 24.3 | 5.5 
Days’ supply, passenger cars and trucks. 85.3 71.2 60.8 54.7 | 72.8 
Washout gross profit on new and weed | | 
units combined (less all credits for fi- | | 
nance income) per new unit sold_______.. $443 | $44 | $368 $296 $409 
Used vehicles 
| | | 
Group I | Group II Group III | Group IV | Industry 
} | average 
——-—_______ ——__-—_- —_-— —— — — | —-— } ——____— _ —_ 
Average selling price per unit $776 $833 | $819 $803 | $794 
Ratio used unit sales to new 2.19tol! L98tol; 164tol 1.35 to 1 | 1,92 tol 
Number of days’ supply in inventory Mar. | 
31, 1958 53.0 39.1 | 31.0 25. 4 43.0 
Average cost per used unit in inventory 
Mar. 31, 1958_- $696 $776 | $882 $868 $747 
Percentage of used vehicles in stock 30 days 
or longer ._.- 58. 2 50.9 41.8 31.2 53. 2 


Parts (accessories not included) 


Group I | Group II | Group III | Group IV 
(1 to 149 | (150 to 399 | (400 to 749 \(750 or more! 
new cars new cars | newcars | new cars | Industry 


and trucks | and trucks | and trucks | and trucks| average 





retailed | retailed | retailed retailed 
in 1957) | in 1957) in 1957) in 1957) 
Parts sales per new unit retailed_ $591 $489 $460 $359 $507 
Percentage of gross profit to sales 30.0 29. 7 29. 5 27.1 29.6 
Number of months’ supply in inventory 5.6 4.8 3.9 4.0 5.0 
Annual turnover of investment_-__ 2.1 2.5 3.1 3.0 2.4 
Customer labor 
Group I | Group II | Group III Group IV | Industry 
|} average 
a _ ———— — ee - — —_ —_ — —_ = —— —— — — 
Sales per new unit retailed é $395 | $358 | $315 $237 $348 
Percentage of gross profit to sales 39.5 44.2 | 47 i 47.4 42.8 


Total service (includes labor, parts, and all other service and stockroom sales, 
except accessories with new vehicles) 


| | 
GroupI | Group II | Group III | Group IV | Industry 
| | | | average 


Sales per new unit retailed. _ __- pie ina $1, 283 | $1, 071 | $963 $709 | $1, 087 
Percentage of gross profit to sales : 31.8 34.7 35.7 34. 2 33. 4 
Service absorption (officers’ or owners’ | 

salaries included) (percent) __....__._- ‘ 53. 6 56.0 | 59.3 58. 1 55. 6 
Service absorption (officers’ or owners’ | | \ 


salaries excluded) (percent). mieita saree 64. 5 64.5 66.1 63. 3 64.7 
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Ratio of departmental sales to total sales 


[Percent] 





| GroupI | Group II | Group III | Group IV | Industry 
| average 
| 








5 4) 
| | 


eeriteiiditlahilinlatees ont itt siti 
New cars and trucks............-...---.... 48.5 52.0 55.1 58.5 51.8 
wed vohicied. ti... 2.4 231.....-.-24- 28. 4 28.9 | 25.9 24.9 | 27.7 
Total service and parts. ---........--.---.- 21.9 | 18.8 | 18. 5 | 16, 2 | 19.8 
eek Seen 1.2 .3 : BM 





Mr. Assorr. By contrast, it can be said that the various manu- 
facturers made a substantial profit during those years. 

The orthodox merchant never desired to become part of such an 
operation as I have described. Those who were not forced into pack- 
ing by the manufacturer were driven to it by competition from those 
who practiced it. 

There is no question in our minds that the stable, ethical automo- 
bile dealer eagerly desires to return the industry to realistic pricin 
practices. This is evidenced by the action taken over the past severa 
years at our national conventions, and most recently in January of 
this year at our convention, where once again a program in the public 
interest was unanimously adopted. 

I invite your attention to this folder, NADA Acts in the Public In- 
terest, which I request be incorporated in full in the record. I wish 
to read several selections from it. 


Mr. Dotirncer. Without objection, it is so ordered. 
(The information referred to follows :) 


NADA AcTs IN THE PUBLIC INTEREST 


NADA CONVENTION HEADQUARTERS, 
Miami Beach, Fla., January 13, 1958. 

Steps were announced here today by the board of directors of the National 
Automobile Dealers Association representing the vast majority of the Nation’s 
new car and new truck dealers to bring an end to many widespread abuses 
affecting the motoring public and the franchised dealers in the sales and serv- 
icing of automobiles. 

The board agreed unanimously to press vigorously for early passage of Federal 
legislation by the Congress, just convened, aimed at eliminating gimmicks, false 
and misleading advertising, and other unethical practices currently plaguing 
auto purchasers and the retail auto industry. 

The proposed bill would permit auto manufacturers to compensate their qual- 
ity dealers who sell and adequately service cars and trucks in their own “areas 
of service and sales responsibilities.” Car manufacturers have sharply criti- 
cized the practices which have brought chaos to the automotive markets in the 
United States but have said they were powerless to do anything to bring an end 
to the abuses in the face of existing Federal laws. 

If the legislation proposed by NADA is enacted into law, the manufacturers 
will be permitted to insert clauses in their selling agreements with the dealers 
allowing them to compensate dealers for warranty service performed on new 
cars and trucks sold in their own trading area and for providing the necessary 
standby facilities and personnel. 

Members of the board representing every State and major metropolitan area 
in the country, expressed alarm over unethical practices current in the industry. 
The dealer group, speaking for quality and ethical operations in automotive mer- 
chandising, pledged the national association to a vigorous campaign to end the 
abuses and to bring about a compensation plan for dealers who sell cars ethically 
and who maintain adequate service facilities and personnel. 

Board members pointed out that many of the abuses came about because a 
minority of dealers could circumvent ethical operations because they were not 
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required to provide and maintain adequate facilities and personnel to safely 
service cars after purchase. 

The board called attention to the fact that the 65 million vehicles on the road 
today are complicated machines which require expert factory trained tech- 
nicians and costly modern analyzing equipment for all service repair work. 

“By 1965,” NADA president Frederick M. Sutter said, “there will be in 
excess of 80 million vehicles on the road and the complexity of the repair 
work will have increased considerably with improvements in design. The 
quality dealer program we seek to establish is absolutely necessary if the 
motoring public is to be taken care of adequately so that cars and trucks will 
be safe for the highways.” 

The board stressed the fact that the car customers should be free to buy auto- 
mobiles and trucks from the dealer of their choice but that manufacturers 
should be permitted to provide a fair and equitable compensation plan to those 
dealers who perform the necessary sales and services for the motoring public 
in their own neighborhoods adequately and concientiously. 

The board also approved other recommendations of the special consulting 
committee appointed last October to develop an all-encompasing quality-dealer 
program for the retail automotive industry. These recommendations included: 

(a) That the concept of equality of competitive opportunity be promoted 
by NADA and that all possible steps be taken with the manufacturers to bring 
about the adoption and implementation of this concept of the industry. 

(b) That a code of business standards for the automotive industry be pro- 
moted with the manufacturers and all NADA members, with the ultimate ob- 
jective of having the substance of such code incorporated in dealer franchises, 
and violations of the code made grounds for the cancellation of a dealer’s fran- 
chise by the manufacturer. 

(c) That a redesigned NADA emblem be adopted and the code of ethics 
strengthened, and that the new emblem be furnished only to members who 
agree in writing in advance to display the emblem and the code of ethics in 
their showrooms and live up to the requirements spelled out by the code of 
ethics. 

(d@) That the details and procedure concerning a national public-relations 
program on behalf of quality dealers be worked out with the manufacturers on 
the basis that the costs of such program will be borne by the manufacturers and 
all of their dealers on an equal basis. 

(e) That NADA continue to urge all manufacturers to use and advertise 
uniform delivered prices on a national basis. 

(f) That NADA continue to urge all manufacturers to take all necessary 
steps on a continuing basis to effectuate a realistic and equitable system of dis- 
tributing new cars and trucks to insure that a dealer can and will receive only 
the proper number of new vehicles to satisfy the honest potential of his market 
area or area of responsibility. 

The dealers comprising the special consulting committee which presented 
the program for the board’s unanimous and enthusiastic approval represented 
more than 300 years of combined experience in the automotive industry. 


Mr. Apporr (reading) : 


The Board agreed unanimously to press vigorously for early passage of Fed- 
eral legislation by the Congress, just convened, aimed at eliminating gimmicks, 
false and misleading advertising, and other unethical practices currently 
plaguing auto purchasers and the retail auto industry. 

That a code of business standards for the automobile industry be promoted 
with the manufacturers and all NADA members, with the ultimate objective 
of having the substance of such code incorporated in dealer franchises, and 
violations of the code made grounds for the cancellation of a dealer’s franchise 
by the manufacturer. 

That NADA continue to urge all manufacturers to use and advertise uniform 
delivered prices on a national basis. 

Tn order for there to be any semblance of realism in pricing, there 
must be a suggested list price for our products, The enactment of 
S. 3500 would establish such a base price, and restore confidence im- 
mediately in the minds of the buying public, With that confidence 
could come a renewed interest in purchasing automobiles. This re- 
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versal of the present trend could stimulate our business on an ethical 
and sound basis which, in turn, would have its beneficial impact upon 
the entire economy of our Nation. 

The end result of these practices of false and misleading advertis- 
ing, packing, and overallowance, is disorder and confusion in the 
market and consumer resistance. 

It is an established fact that there has been a tremendous growth in 
the savings of the American public. In 1950 personal savings 
amounted to 12.1 billion; in 1955 they totaled 15.9 billion, and in 1957 
the total reached 20.2 billion. 

Thus, there is present the financial ability to purchase new auto- 
mobiles, but concurrent with that ability, there has been a staggering 
decline in the retail sales of new cars. The downtrend in the market 
has resulted in an unprofitable business operation for dealers. Wit- 
ness the decimation of our ranks. 

Dealers are loaded with inventories, a condition which, in turn, 
has forced down production and created serious unemployment in the 
automobile factories. This is true even though there has not been 
a drastic rise in retail prices of the 1958 models as compared with 
1957 models. When related to the amount of savings in hand, the 
increase in cost has not been beyond the capability of ‘the prospective 
purchaser to buy if he had a desire to do so. Increased costs of new 
models have been absorbed by the dealers for the past several years, 
another factor contributing to their financial dilemma. 

S. 3500 would make impractical, even impossible, the charlatan 
practices employed by the unscrupulous merchants in the retail por- 
tion of the automobile industry. Current chaos and confusion in the 
market place would be eradicated. 

Unquestionably, this bill will take the mystery out of a new car’s 
price. At the same time, it will also enable a customer to deter mine 
in his own mind the reasonable, fair value of his used car. To the 
unwary and uninitiated, it will demonstrate that he is not getting 
something for nothing. 

In our opinion, S. 3500 will also help dispel from the minds of 
many the misconception as to the profits of automobile dealers. It 
will put in proper perspective the owner’s true equity in his auto- 
mobile and establish a clear picture of the total cash difference exist- 
ing between the purchase price of the new car and the trade-in value of 
the used car. Further, it will tend to eliminate unsound terms of 
finance and puncture the balloon note practice. 

Continuing deterioration of the franchised dealer system of auto- 
mobile distribution through unethical operations can be disastrous to 
the whole industry. Such a development would be harmful to the 
67 million vehicle owners of America who rely upon the service fa- 
cilities and know-how of the franchised dealer to keep their means 
of transportation safe, workable, and on the road. 

World War II demonstrated the indispensability of this facet of 
the franchised system to the welfare of the car-owning public. It is 
regrettable that S. 3500 was not in force in 1953. If we had had 
such a law then, the slick operator would not have received the sup- 
port rendered by some of the manufacturers, a support which helped 
bring us to our present undesirable status. 
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I have discussed this bill with many of the buying public and it 
has their unanimous support. All sound, ethical dealers with whom 
I have discussed it are also unanimous in their endorsement. 

The lack of sales has, of course, resulted in a decline of automobile 
retail paper. Statistical studies indicate a large number of purchasers 
of new automobiles in 1955 have paid off the cost of those cars and 
are eligible prospects for the acquisition of a more recent model. 
When you couple these factors with the normal growth in the eligible 
driving population, there is a tremendous reservoir of car buyers who 
are refraining from buying at this time. 

This resistance cannot be attributed solely to the absence of new 
features in current models, because they are many and desirable, 
whatever may be said of some of the extremes and frills. These latter 
unacceptable features alone do not account for present consumer 
resistance. 

Regardless of all the contributing factors producing this situation, 
we are confident the enactment of S. 3500 will reestablish buyer con- 
fidencé in the price, in the dealer, and in his product. When this has 
been done, a rejuvenated desire to buy will be generated and the 
reaction can help revitalize the automobile industry. The beneficial 
effects of S. 3500 could be felt throughout our entire economy. 

I will not attempt to develop the desirability or even the necessity 
of such a trend at this time. I believe lawyers have an expression to 
the effect that time is of the essence. I feel that expression is a very 
germane and applicable one to our situation. Much of the benefits 
to be derived from the enactment of this bill was related to speedy 
action. 

Speaking only in the broadest of terms, Mr. Chairman and gentle- 
men of the committee, it is our feeling that the enactment of S. 3500 
will permit automobile dealers and manufacturers to present this 
most desired of all American products to the consuming public in a 
realistic, fair and forthright fashion. 

I am certain no one denies the right, nor even presumes to sug- 
gest, that automobile dealers are not in business to make a fair and 
reasonable profit. They cannot stay in business unless they do. We 
feel confident enactment of S. 3500 will restore sanity to the pricing 
and advertising practices within our industry. It will afford the 
prospective customer an opportunity to know what is the fair and 
reasonable value of the product. 

It will tend to eradicate false and misleading advertising and, by 
so doing, will build up confidence in the minds of the buying public 
in the automobile dealer who not only sells, but services, this fine piece 
of equipment which every American aspires to own. There is no one, 
I am sure, who does not honestly and sincerely want to stop bad prac- 
tices in our industry. 

We believe enactment of S. 3500 will right the situation swiftly and 
equitably. 

In view of the inquiries that have reached us since the passage of S. 
3500 by the Senate, we believe that it is indispensable for the record 
supporting this bill to show that the so-called price-tag features of 
the label referred to in section 3, paragraph (f), subparagraphs (1) 
through (4) of the bill show that the language of the bill is intended 
to embody all of the elements that currently go into the retail price 
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of an automobile and to be broad enough to encompass any additional 
features which may come into being at a later date. At the present 
time these elements go into the retail price, and it is our desire that the 
present language of the bill be understood to include all of them: 

1. The manufacturer’s suggested advertised delivered price for 
the vehicle, including standard equipment only ; 

2. The manufacturer’s suggested advertised delivered price for 
all optional equipment and accessories placed on the vehicle by 
the manufacturer ; 

3. The manufacturer’s delivery and handling charges; 

4. The manufacturer’s suggested dealer delivery and handling 
charges ; 

5. Transportation charges; 

6. Federal excise taxes; 

7. State and local taxes and license fees where desired, other- 
wise an indication to the effect that they aren’t included; 

8. Any other charge or element of price that constitutes an 
item of total retail price for which the vehicle may be purchased. 

Mr. Avery. Mr. Abbott, do I understand that you are suggesting the 
addition of four new paragraphs there ? 

Mr. Axsporr. No, sir. 

Mr. Avery. Are they in the bill now ? 

Mr. Assorr. This is just by way of explanation. 

Mr. Avery. You are paraphrasing the language in the bill; is that 
right ? 

Mr. Assorr. Yes, sir. Iam more or less interpreting. 

Mr. Avery. But you are directing your remarks to section 3, which 
would logically follow on page 4 of the bill; is that right? 

Mr. Asporr. Yes, sir; that is correct. 

Mr. Avery. Very well. 

Mr. Axsporr. It 1s our desire that the bill require, and we interpret 
the present bill to so read, the total of the elements that enter into 
the total suggested retail price for which the car may be purchased, 
and that all of these charges be set forth on the label, with the exception 
of State and local taxes and license fees. 

It is our understanding, and certainly our desire, that compliance 
with the requirements of this bill will eliminate the necessity of the 
dealer’s adding any charge whatsoever to the total shown on the label, 
with the exception of— 

(1) State and local taxes and license fees; and 

(2) The cost of accessories, if any, added by the dealer. 

We are most grateful to you, Mr. Chairman, for the early con- 
sideration you are giving to S. 3500. We commend wholeheartedly 
immediate favorable action not only in your committee but by the 
House of Representatives. 

On behalf of the National Automobile Dealers Association’s mem- 
bership, I wish to reiterate the deep appreciation of the retail segment 
of the automobile industry for the careful and considerate attention 
which this committee has shown to our problems in the past. 

I thank you. 

Mr. Dotiincer. Mr. Beamer, do you have any questions? 

Mr. Beamer. Mr. Chairman, I do not know how many witnesses 
you have but I have several questions. I missed a portion of Mr. 
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Abbott’s statement, but I followed him very carefully in the remainder 
of the statement. 

May I ask this: Do you have information of the number of auto- 
mobile dealers that have gone out of business in the last year? 

Mr. Apsorr. We are now collecting that information and we will 
make it available to the committee. 

Mr. Beamer. It is not a matter that is necessary for the record. 

I had a telephone call from one of the people in Indiana who is 
very vitally interested in this bill, and he said there were 225 auto- 
mobile dealers who have gone out of business. 

Mr. Azporr. That is in Indiana alone? 

Mr. Bramer. Yes. I wondered if that was prevalent throughout 
the entire country, and if so, would this type of legislation correct that 
condition. 

Mr. Apporr. I think so; yes, sir. 

Mr. Beamer. May I tell of one personal experience. I buy a new 
automobile about every year, as I think many of usdo. I still have to 
go down to an automobile dealer and beg for one. I have not had a 
salesman come to me. I went to four different ones in my own home 
community. I bought one, but I still have not found a salesman—with 
only one exception. 

I wonder if automobile dealers have learned that salesmanship is a 
pretty vital thing in this business. I do not know what you do in your 
particular area, Mr. Abbott. Is it faintly possible that the automobile 
dealers have gotten to the place that dealers expect people to go into 
their shops and be fitted as a man is fitted with a suit, or do they go 
out and try to sell him one? I really want this information. 

Mr. Axsorr. The older dealers that were in business before the war 
realized just what you say. I think you wili find that those dealers’ 
salesmen are calling on people. The so-called simulator dealer that 
have come since the war depend entirely on floor traffic for their sales 
by this gimmick advertising and offering this and that. 

I think if this bill is enacted, you will find you will be called on by 
more salesmen. 

Mr. Beamer. I am wondering if that is possible. So many times 
people come to the Congress or to the Government and think that we 
can enact some laws that will make their business better. 

I had an advertisement from a printer in our district. He says: 

I am not complaining about business. I am putting buckets full of money into 
my business and I am going out and soliciting business and our business is better 
than last year— 
and printers, generally speaking, are pretty hard hit. I wonder if 
that 1s not a very good lesson that all of us could take today. 

Mr. Assorr. I agree with you wholeheartedly. 

Mr. Beamer. Is this legislation going to solve your problem? 

Mr. Assorr. Not entirely. 

Mr. Beamer. That is the question I am raising. 

Mr. Asrorr. No, not entirely. 

Mr. Beamer. I think this committee has been very friendly to auto- 
mobile dealers. We have tried to help them in the past. 

Mr. Asporr. I know you have, sir. 

As I stated before, this will eliminate the gimmick advertising to 
bring people into the showroom floor, as you people read in the paper 
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every day. Those particular dealerships are going to have to go out 
and start bringing business in, rather than to expect it to come in on 
their showroom Rise. Not being able to advertise these gimmicks, 
they will have to go to work also, just like we have been doing. 

Mr. Beamer. You have been out selling and I suppose you have 
gotten along pretty well. 

Mr. Asporr. Yes, sir. 

Mr. Beamer. | am wondering if that was part of the attitude of the 
retail Automobile Dealers Association and whether they feel that 
probably salesmanship in their part would accomplish just as much 
as legislation might accomplish. It isa partnership affair, is it not? 

Mr. Apgorr. This legislation and salesmanship go right hand-in- 
hand, sir. 

Mr. Beamer. That is all, Mr. Chairman. 

Mr. Doxirncer. Mr. Avery. 

Mr. Avery. Thank you, Mr. Chairman. 

Mr. Abbott, is there any opposition to your bill? 

You mentioned the support of the various dealer associations. Is 
there anybody opposing the bill? Are the manufacturers objecting to 
this legislation 

Mr. Asporr. No,sir. They are wholeheartedly in accord with it. 

Mr. Avery. If the manufacturers are for it, the dealers are for it, I 
suppose you could generalize that there has been no opposition to it. 
Would that be a reasonable statement. 

Mr. Kirxs. May I confer with the witness ? 

Mr. Avery. Yes, sir. 

If you want to identify yourself for the record, you can respond 
directly as far as I am concerned. 

Mr. Kinks. If I may. 

Mr. DoLiincer. There is no objection. 

Mr. Kirxs. There was only one witness that appeared in opposition 
to this legislation during the course of hearings in the Senate. That 
same witness is, I think, scheduled to appear before this committee this 
morning. But certainly, so far as the enfranchised dealer body of 
America is concerned, the one that sells the new automobile, they are 
completely behind this. We have not found any opposition from the 
buying public and those organizations that represent the consuming 
public. 

I think there are witnesses that are scheduled to appear before the 
committee this morning that will speak in behalf of this legislation. 
But there is opposition to it from one quarter, and I think they are 
here and qualified to speak on their own behalf, sir. 

Mr. Dotirnerr. I might at this point, Mr. Avery, advise the mem- 
bers of the committee that I have here a telegram from the president 
of the National Independent Dealers Association, C. E. Prince, indi- 
cating opposition to the bill, as well as a letter from the Cleveland In- 
dependent Automobile Dealers Association, signed by their attorney, 
in which they request that we do not pass this legislation. 

Mr. Avery. That is the National Independent. Dealers Association ? 

Mr. Dotiincer. And the Cleveland Independent Dealers Associ- 
ation. 
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Mr. Avery. But it all stems back to an independent dealers’ asso- 
ciation. Has anybody requested time to testify in behalf of these in- 
dependent automobile dealers’ associations ¢ 

Mr. Doutincer. I do not know what his position is, Mr. Johns 
is going to be here this morning. 

r. Avery. Then I will defer that line of questioning to the later 
witness. 

It has always been a source of mystery to me, and a source of con- 
siderable amount of frustration to you, I am sure, Mr. Abbott, and 
to your association, to drive down the street and pass a franchised 
dealer with all the way from a $100,000 to a $1 million plant. You 
continue to drive down the street another mile and you come to a half 
acre of new cars, the same make of car that you saw on the franchised 
dealer’s lot. Obviously that assumed nonfranchised dealer down 
the street, without anything but an empty lot, can do business at less 
cost than the franchised dealer can uptown. 

I know there has been an attempt made by the dealers’ association 
to eliminate that sort of practice. I was never convinced that there 
was an all-out industry effort made to eliminate that type of dealer. 

What would be the effect of this legislation, if passed, on that type 
of an operation? I presume that would be a nonfranchised dealer. 

Mr. Asporr. You have the bill, 1 suppose. 

Mr. Avery. I have acopy of the bill before me. 

Mr. Asnsorr. If you have in there on the labeling of that bill the 
franchised dealer to whom the car is shipped to originally from the 
factory, incorporated in that label. 

Mr. Avery. Can we assume that no car is shipped from a factory 
except to a franchised dealer ? 

Mr. Axsporr. Yes, sir. There are minor exceptions. They go to 
the Government and things like that. I mean for retail consumption. 

Mr. Avery. The ones the Government receive do not get on that lot. 

Mr. Asporr. That is right, sir. 

Mr. Avery. Therefore, if this legislation was passed, we could 
assume every new car being offered for sale would have this identifica- 
tion on the windshield showing to which franchised dealer it had origi- 
nally been shipped ¢ 

Mr. Azrorr. Yes, sir; and the method by which it was shipped. 

Mr. Avery. So if it later became the property of a nonfranchised 
dealer, first, would it have to be displayed as a used car then? 

Mr. Axsporr. It can only be displayed as a used car, sir, after it 
has been licensed. 

Mr. Avery. Can we assume that it could not show up on this non- 
franchised dealer’s lot for sale? 

Mr. Assorr. No, sir; it could still show up there. But it would 
show the original new-car dealer to whom that was shipped. The 
label would have to stay with it until that car was licensed. 

Mr. Avery. Would it not have to be licensed to move from the fran- 
chised dealer to the nonfranchised dealer ? 

Mr. Axsporr. Not necessarily, sir. 

Mr. Avery. It would not have to? 

Mr. Azporr. No, sir. 

Mr. Avery. It still technically could be a new car? 

Mr. Agpsorr. With the label attached thereto, 
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Mr. Avery. You no doubt are aware of a similar bill that this same 
subcommittee has before it, more commonly described as fair-trade leg- 
islation. Are you familiar with that particular bill ? 

Mr. Asporr. No, sir. 

Mr. Avery. Maybe I can direct this question to Mr. Kirks, your 
counsel, 

May I ask first: Have you had an opportunity to examine that bill 
introduced by our full committee chairman, Mr. Harris, S. 10527? 

Mr. Kirxs. Iam aware of its existence. 

Mr. Avery. You have not had a chance to study it in detail? 

Mr. Kirxs. It have not studied it with the thoroughness to speak on 
it this morning, but I have read the bill and I know of its general 
terms. 

Mr. Avery. I think for the purpose of my question, that might be 
sufficient. 

In the event that bill would pass, would that take care of your situ- 
ation ? 

The difference in the bill, as I see it, would be this: That would give 
the manufacturer the privilege of definitely setting the price if he so 
established. This legislation here does not give the manufacturer the 
authority for finally establishing the retail price, but only assuring 
that it is identified. 

Is that substantially correct ? 

Mr. Kirxs. Yes, sir. 

I might add this, sir: So far as our industry is concerned, it has 
never been considered practical to apply fair-trade laws to it because of 
the trade-in factor and the variable individual judgment that goes 
into determining the fair value of the traded-in product, the used car. 
Considerable study has been given by our industry in the past as to 
whether or not it would lend itself to incorporation in the so-called 
fair-trade framework. It has, I think, been almost universally ac- 
cepted by the manufacturers as well as the dealers that it would 
not be practical. 

The law could not work successfully as it applies to automobiles 
because of the high percentage of trade-ins in the purchase of a new 
product. 

Mr. Avery. I am in agreement with you on that basis. 

I questioned several witnesses before our subcommittee when we 
had the fair-trade bill before us. 

When you get into a negotiation which involves a substantial com- 
modity traded in, the effectiveness of the fair-trade law is doubtful. 

Then in your opinion, Mr. Kirks, and Mr. Abbott, we can conclude 
that the fair-trade legislation, even though it were passed, would not 
be taken to govern in lieu of the bill you are supporting here this 
morning ? 

Mr. Kirxs. That is our impression, sir. 

Mr. Avery. I have just one more question. ; 

I know the Automobile Dealers Association have several bills be- 
fore the Congress that they are interested in. Would you care to 
comment on the relative priority of those bills? 

Hardly any group gets as much as they want and as much as they 
think they need. Do you consider this bill of pretty high priority 
with respect to the bills before the Congress ? 

Mr. Kirgs. Very high. 
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Mr. Avery. The highest ? 

Mr. Kirxs. I said very high. 

Mr. Avery. You did not say the highest. I am not trying to be 
facetious. 

_ Mr. Kirxs. I understand that, sir, and I did not so interpret your 
inquiry. 

_ We feel that this is an extremely important bill because it is so much 
in the consuming public’s interest, some of which is sponsored by you, 
sir, 1s also very important to the industry, but it addresses itself to a 
different facet. 

We are in the position of having an industry that is the largest 
single industry in America, and therefore we have many problems. 
There are a great many facets to our overall position in the economy 
of America. So when we do have more than one matter to present 
to the Congress, it is not because of selfishness on our part or an un- 
willingness to address ourselves to our own problems in trying to re- 
solve them. But the question of the elimination of excise taxes on 
driver training vehicles is an extremely important piece of legislation 
that is in the public interest. 

The question of excise taxes on automobiles we believe would be the 
greatest stimulant that the economy of this Nation would receive today 
if that tax were removed. That is another important piece of legisla- 
tion we are interested in. 

S. 3500 has progressed farther through the legislative channels 
than any other piece of legislation we are interested in and we sincere- 
ly hope it will receive your favorable consideration. 

* Mr. Avery. I think I have one more question. I believe there is yet 
another bill before Congress on the firming up of franchise districts. 

Mr. Kirxs. That is a bill, sir, that is designed to clarify an uncer- 
tain area in the law in the minds of some as to the ability of the man- 
ufacturers to establish a plan of compensation for the maintenance 
of facilitfllies and the rendering of services by enfranchised dealers. 
That addresses itself to a different problem within our industry, but 
that we consider to be extremely important, sir. 

Mr. Avery. I would like to observe that the Kansas Automobile 
Dealers Association have expressed more interest in that particular 
piece of legislation than any of the bills that have been introduced, 
tomy knowledge. 

Mr. Kirxs. Those are the first three priorities, this legislation, that 
which you have just referred to, H. R. 12415, and the excise tax legis- 
lation which is also pending before the Congress. 

Mr. Avery. Thank you, Mr. Abbott and Mr. Kirks. 

Mr. CuatrMan. I have concluded. 

Mr. Aueer. Mr. Abbott, it is a pleasure to have a fellow Texan here 
and I certainly enjoyed your statement. It was a good statement, I 
am sure, representing your viewpoint. _ 

I have several questions that were raised by your statement. 

Is it correct to assume that cars can be sold under the suggested 
price ¢ 

Mr. Arporr, Yes, sir. 

Mr. Arerr. This is not price fixing? 

Mr. Asporr. No, sir. 

Mr. Ataer. This is not violative, then, of antitrust ? 
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Mr. Assorr. No, sir. 

Mr. Arcrr. That removes it from some of the fair trade agreements ? 

Mr. Axnsorr. That is correct. 

Mr. Areer. Next, are the factory suggestions to be assumed to be 
equitable? 

Mr. Azgorr. Yes, sir. 

Mr. Atcer. How do we assume this ? 

They are going to put, I suppose, a markup for the dealer on that? 

Mr. Annorr. That is correct. 

Mr. Atcer. How do we know they will be fair in the markup? 
Will they set up some false impressions to the buyers? Will they be 
fair to the dealers? 

Mr. Axssorr. I still have not lost faith in our manufacturers. The 
only way they have of merchandising their product is through the 
dealers. I have no reservation in saying at all that I believe they will 
be more than fair with the traditional ‘markup to us over the period 
of years. 

Mr. Arcer. Will there be teamwork or collusion or agreement. be- 
tween dealer and factory as to what the factory suggests on those 
tags? 

Mr. Asporr. No, sir. We have always had a factory-suggested re- 
tail delivery price. 

Mr. Acer. Yes, I understand that. 

Mr. Ansorr. We have always had it. This is merely setting it out, 
and bringing it out in the open for the buying public. The public 
should know what that is. It will eliminate the public shopping. It 
will give salesmen, as this gentleman was talking about a while ago, 
a job. Salesmen get dow nhearted when a man walks into my place 
of business and I have a different price on the automobile—I mean 
with the pack price so high—and the other fellow down the street says, 
“I will give you a thousand dollars discount.” 

The only difference that will be in there is this: I may think the 
man’s used car is worth a little more than the dealer down the street. 
It will eliminate the shopping because the guy will have confidence 
in the dealer where be is shopping. 

Mr. Acer. Then the suggestion here as well as in the past is just 
a suggestion, and that again removes it from any antitrust violation ? 

Mr. Asporr. That is right. It is only a suggestion and that is the 
way it will be labeled. You can sell for more or less. If you can get 
more for it, more power to you. 

Mr. Aterer. Without going into too much detail on this matter of 
profit margin which you brought up on page 9, as long as you did 
mention the analysis, that takes into account only the retailing of the 
new automobiles and not any other departments of the retailer’s busi- 
ness, such as his service depar tment ? 

Mr. Agnsorr. No,sir. This is his entire operation. 

Mr. Acer. This is his overall gross ? 

Mr. Appsorr. That is right. 

Mr. Arcer. That is, his net profit? 

Mr. Aseorr. Yes, sir; this is his overa!] operation. 

Mr. Arcrer. You also mentioned something about prices on page 11 
in the first and second paragraph. You mentioned, as I get the idea 
here, that buyer resistance has been because of some of the unfair 
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competitive situations that have arisen which you describe as packing 
and confusion in the customer’s mind. 

Has it occurred to you that wage increases and automobile pro- 
duction and the increased price of automobiles has built up a buyer’s 


strike over and beyond any confusion in their minds over dealer 
competition ? 


Mr. Asporrt. It has definitely built up some buyer strike. 


For instance, in my make of automobile, we have jumped up to a 
different buyer than we were 5 years ago. 


Mr. Acer. This is on my mind because this week, on the floor of the 
House, Congressman Vursell, of Illinois, presented one of the most 
interesting studies on the current automobile industry, your business, 
and the difficulty that we are facing in the inflationary, recession, ac- 
companied by increased wage demands by labor. I merely want to 
call it to your attention, and if I may, to my colleagues at this time. 

Mr. Chairman, I would like to ask if I could incorporate that state- 
ment asa part of this hearing. 

Mr. Doturncer. Without objection, it is so ordered. 

(The information referred to follows :) 


{From Congressional Record, May 26, 1958] 
Stop WAGE AND PRICE INFLATION 


Mr. VursELL. Mr. Speaker, this Congress and the executive department of 
Government jointly have a duty to perform in the interest of all of our citizens 
that has been too long delayed. 

We should face up to our responsibility, and stop wage and price inflation before 
this session of Congress adjourns. 

Mr. Speaker, to stop constant wage spiraling and to stop price spiraling of 
business, continually driving the cost of living higher through inflation, it will 
require the united effort of both bodies of the Congress and the administration. 

Today, what the rank and file of the millions of wage earners and their 
families want, and most need, is a reduction in the present high cost of living. 
And certainly, the over 100 million people on fixed salaries, the farmers of the 
Nation, and those living on meager annuities, pensions, and social security, who 
are being desperately penalized by the present inflationary high cost of living, 
are entitled to relief by their representatives in Congress and the administration 
in power. 

Mr. Speaker, because of the power of the big labor leaders of the Nation—that 
can almost ruin big and medium business if they do not yield to labor’s demands— 
collective bargaining no longer furnishes sufficient safeguards for over 150 
million people who are not represented at the bargaining table. 

Let me prove this point: Three years ago, when the officials of the CIO forced 
through their contract to increase wages and initiated the annual wage for their 
employees and signed contracts with the Ford Motor Co., General Motors, and 
Chrysler Corp., about 3 million people—including the suppliers of these com- 
panies—received increases in wages and fringe benefits. Over 150 million people 
who had no representation at the bargaining table had to pay the wage in- 
creases in higher prices for automobiles, trucks, automobile parts, and so forth, 
and there are reasons to believe that the companies too readily agreed, and that 
they must share their part of the blame for its inflationary effect through higher 
prices. 

$y such agreement, big business and big labor set the pattern of wage in- 
creases that followed throughout the Nation, contributing to an increase in in- 
flation from that time until now of 8 percent. In addition, it brought about an 
increase in the price of automobiles, trucks and component parts to the point 
where a buyers’ strike has followed, which has resulted in 79,000 auto workers 
being priced out of their jobs, with 780,000 unsold cars in Detroit and on the 
dealers’ floors throughont the Nation. 

It has almost stopped the purchase of steel by the automobile manufacturers, 
steel’s largest purchasers, and is, in part, responsible for throwing 262,000 men 
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out of their jobs in steel, and the primary metals industry in ferrous and non- 
ferrous metals: It has helped to reduce the output of steel to a low of about 
47 percent of capacity; in fact, the labor leaders of Detroit who forced these 
prices up have contributed much to the present recession by pricing thousands 
of laboring men and women in their organizations out of jobs, and many small 
automobile dealers throughout the Nation out of business. 

Detroit uses 17 percent of the Nation’s steel, 65 percent of its rubber, 75 per- 
cent of its plate glass, and 33 percent of its radios. 

A few of some of the results are as follows: 

Over 79,000 auto workers out of jobs, over 50,000 employed in making auto 
parts out of jobs, about 262,000 steel workers and other ferrous and nonferrous 
metal workers out of jobs, over 28,000 rubber workers supplying automobile 
tubes and tires out of jobs, and 14,000 workers in the glass industry are un- 
employed at present, making a total in these lines alone of 483,000 people. 

The slowdown of these industries has helped to set off an unemployment chain 
of reaction throughout the Nation; in fact, the unemployment rolls in Detroit 
and in the State of Michigan alone show 455,000 workers out of jobs. 

In the wake of this economic wreck, Mr. Reuther and his associates are now 
asking, in renewing the present 3-year contract, a total increase in wages and 
fringe benefits of 73 cents an hour. This added to the $2.90 average wage under 
the old contract would increase their employees’ wages and fringe benefits to 
approximately $3.63 an hour (not taking into consideration the participation in 
profits demanded ). 

One of labor’s 248 demands is that General Motors must pay the full wages 
of over 2,000 union business agents stationed in General Motors’ plants, which 
alone would cost that corporation more than $12 million a year. 


WHAT ABOUT STEEL? 


The iron and steel industry payroll for 1957 set a record of $4,001,000,000 which 
was $205 million higher than it was in 1956, largely due to increased wages of 
656,700 people employed. The average total employee cost is $3.35 an hour, and 
today the steel industry and the people are facing another increase in wages on 
the last year of the 3-year contract of 20 cents an hour, which will raise the 
total average wage per steel worker to $3.55 an hour, becoming effective July 1. 

The steel industry will either have to absorb this wage increase of 
$273,186,200 annually, or increase the price of steel, which will again add to 
inflation, decreasing the purchasing power of the dollar. 


MORE WORKERS PRICED OUT OF JOBS 


Addressing the annual meeting of the Cleveland Chamber of Commerce, April 
17, Roger M. Blough, chairman of the board, United States Steel Corp., pointed 
out that 64,000 tons of steel barbed wire was imported from West Germany dur- 
ing the past year, which was sold in the American market at $40 per ton below 
the comparable domestic wire made here, after being shipped 5,000 miles. 

Mr. Blough said, “had that wire been made here at home, it would have in- 
creased the pay envelopes of American workers by about $6 million.” Mr. 
Blough added that more than half of the barbed wire sold in America last year 
was imported from abroad. This is one of the many illustrations which proves 
that American workers through the efforts of their labor leaders are being 
priced out of their jobs. 

THE AIRCRAFT INDUSTRY 


During the past few weeks, 127,000 workers in the aircraft industry, thou- 
sands employed making missiles and jet planes for defense at Douglas, Lockheed, 
North American, Convair, and others, through various strikes and threats of 
strikes, have agreed upon a new 2-year sliding-scale contract, with those in the 
top grade being given an increase of 11 cents an hour plus some fringe benefits, 
and, in addition, they have all been given an increase of 16 cents an hour as a 
cost of living catch up from 1956 to 1958, increasing the wages of those in the 
top bracket 27 cents an hour plus some small fringe benefits. 

Mr. Speaker, also written into the contract is an escalator clause that will in- 
crease their benefits if the cost of living should rise; however, if the cost of living 
should decrease their 16 cents an hour cost-of-living benefits would not decrease. 
It is a one-way street pointing upward only. 
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The average wage in the old contract for all of the employees is now $2.40 per 
hour. The cost-of-living increase of 16 cents an hour made permanent would 
increase this average wage to $2.56 an hour plus the 11 cents for those in the 
top grade, making a total of $2.67 an hour for those in the top levels, with a 
lesser increase for those in the lower grades or levels. 

This cost-of-living increase alone is an inflationary package for these em- 
ployees of $42,265,600 a year. The 150 million people who pay this wage in- 
crease through taxes and this inflationary cost of living get nothing but more 
inflation, and it increases the cost of national defense, and pushes the budget 
higher. 

Unless some halt can be called against the constant spiraling of wages in these 
times of crises, it raises the serious question as to whether or not with the 
constant increase in inflation the Government can continue to maintain the nec- 
essary military equipment and manpower to protect our freedom. 

Mr. Speaker, our first line of defense is a sound Government financially. To 
preserve the financial stability of our Government we must prevent the further 
and deadly ravages of inflation. 


BERNARD BARUCH’S TESTIMONY ON APRIL 1, 1958, BEFORE THE SENATE FINANCE 
COM MITTEE 


Mr. Baruch, one of the greatest authorities in the Nation, testified as follows: 

“Above all else, once and for all, we must relieve our defense program and 
our entire economy of the toll paid to inflation. Think of the planes we could 
have bought, the research we could have conducted, the bombers we could have 
provided our Armed Forces, with the billions of dollars lost through inflation. 
Inflation, gentlemen, is the most important economic factor of our time, the 
single greatest peril to our economic health. 

“Inflation is primarily responsible for our mountainous national debt, for our 
high tax rates, for our record-high level of expenditures, which has put our 
price structure on stilts and whittled down the purchasing power of the dollar. 

“We must end the price and wage spiraling and curtail excessive profit 
margins. No one is more concerned to see labor preserve its gains more than I 
am, but we must halt the wild unmerry chase of prices, wages, and profits. 

“Tt would be an inspiring and salutary thing if the leaders of our great labor 
unions and business would jointly pledge to the President that for 1 year there 
will be no increases in wages or prices or profit margins.” 


MOUNT CARMEL, ILL., LABOR OFFICIALS ACTION SETS PATTERN FOR BIG LABOR LEADERS 


In this connection, I am glad to note that the labor leaders in my district at 
Mt. Carmel, Ill., within the past weeks in a fight against inflation, members of 
the Machinists Local, No. 2048, employed by the Thordarson-Meisner Co., volun- 
tarily signed a 5-year contract, asking for no wage increases or additional benefits 
for the 400 employees of this electrical parts firm. 

They said they felt that their jobs were worth a good deal more to them 
than a temporary pay hike, and that those jobs might be a jeopardy if the 
contract called for pay increases, which would increase the cost of the products 
and hold down employment. They are to be commended for their judgment and 
foresight. 

WOODWORKERS OF THE NORTHWEST 


Forty-five thousand members of the National Woodworkers Association of 
America, mostly in the Northwest, covering the States of Oregon, Washington, 
and California, recently voluntarily renewed their contract for another year 
without asking for any increase in wages. 

One hundred and fifty thousand of the Amalgamated Clothing Workers of New 
York, who make men’s suits, have voluntarily renewed their contract without 
seeking any increase in wages. Many other unions have done likewise through- 
out the Nation. 

President Eisenhower called upon the major labor leaders of the Nation, and 
the major business organizations of the Nation a year ago to halt the increase in 
wages and prices, and urged them and the American people to join with the 
President and the Government officials in Washington to stop wage and price 
increases, and help the Government stop inflation. It is unfortunate that this 
was not done because it has cost the Government and the people billions of 
dollars through constantly increasing wages and prices. 
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BUSINESS ADVISORY COUNCIL 


Mr. Speaker, recently a special 7-man antirecession committee of the Busi- 
ness Advisors Council, of 100 business and financial leaders, which meets in 
private session 6 times a year, recommended that President Eisenhower call for 
x voluntary 1-year moratorium on wages on the part of labor and on corres- 
ponding price increases by business. 

What was labor’s reaction? The answer of Mr. George Meany, president 
of the AFL-CIO, as reported in the press May 17 was a resounding rejection. 
Meany took the position that “in the final analysis, the key to this dynamic 
American economy is purchasing power in the hands of the great mass of the 
people.” However, he failed to state you can’t have purchasing power with- 
out jobs. 

Mr. Meany and Mr. Reuther apparently take the position that wage increases 
are not inflationary. Under the leadership of David J. McDonald, the steel 
workers’ wage policy committee recently yoted to seek higher wages and improved 
fringe benefits for 214,000 workers in metal fabricating plants. ‘““A recession 
year,” said David McDonald, “is not the time for a backward step.” 

Mr. Speaker, their answer, in part, is that excessive profits had been made by 
Steel, General Motors and the big corporations generally. 

Their statement caused me to look carefully into the matter of profits by 
General Motors, and here are the facts according to the report to the stockholders, 
which should be of interest to the Members of Congress : 


SU I TR nine $10, 990, 000, 000 
Net profits before preferred dividends were paid__-____________ $844, 000, 000 
Net profits after payment of preferred dividends______________ $831, 000, 000 
SN EE ATE NE Gs NEN ic nccenesicnsic apd banat sedeamerepinletabteiinice inti OE 
Dividends paid..on common. SRArlG nn eect enn $555, 454, 000 


“The corporation withheld 99 cents for each share of common stock for reinvest- 
ment. In other words, there remained in the corporation’s business $275,220,000.” 


Mr. Speaker, this does not appear to be excessive profits on the part of General 
Motors Corp.; however, a careful study could easily determine the facts. 


SHOULD RENEW PRESENT CONTRACT 


It would seem that Mr. Reuther and his associates could afford to call off their 
new demands for wage increases and fringe benefits of 73 cents an hour plus one- 
fourth of the corporation’s profits. If he took such statesmanlike action, and 
renewed the present 3-year contract, his employees would automatically get an 
additional 6 cents an hour per year increase plus the increase in the cost of living. 

If he would take such action, there is little question but what the automobile 
manufacturers would make a corresponding reduction in the price of cars, trucks, 
and so forth. The public and the Congress would insist they make such reduc- 
tions. 

Mr. Speaker, if such good faith was shown on the part of Mr. Reuther, and 
the officials of the automobile industry, there is little doubt but what the Con- 
gress would repeal, or greatly reduce excise taxes on automobiles, and automo- 
tive equipment. This would lower the price on cars, increase sales and increase 
jobs for the workers. 

If Mr. Reuther would take such action, Mr. Dave McDonald, the United Steel 
Workers president, could well afford not to insist on a 20 cents an hour raise 
that will automatically go into effect July 1. Doubtless, steel instead of raising 
prices again to meet this increase in wages on July 1, would reduce its price 
commensurate with the wage saving. Again, the public and the Congress would 
doubtless insist upon such reductions. 

Mr. Speaker, this would comply with the recommendation of Mr. Bernard 
Baruch before the Senate committee when he said : 

“Tt would be an inspiring and salutary thing if the leaders of our great labor 
unions and business would jointly pledge to the President that for 1 year there 
will be no increases in wages or prices or profit margins.” 

This in substance, is what President Eisenhower referred to a year ago when 
he said: 

“I do stand firmly upon the idea I advanced, which is that Government alone 
cannot preserve a sound dollar. There has got to be a free economy, statesman- 
like action on the part of all business elements, businessmen and labor, or we are 
lost.” 





1si- 


for 
es- 


2nt 
on. 
nic 


th- 


ses 
eel 
ed 
on 


by 


by 
rs, 


100 
100 


00 
st- 
). ” 
‘al 


ir 
1e- 
ud 
in 
2. 
le 
c- 


1d 
n- 
0- 
se 


el 
se 
1g 
pe 
id 


AUTOMOBILE LABELING 35 


That is what the special committee of the Business Advisory Council recom- 
mended recently when they agreed the President should call for a voluntary 
j-year moratorium on wages on the part of labor, and on corresponding price 
increases by business. 

Mr. Speaker, such action on the part of the big labor leaders, and on the part 
of the big industrialists and business people of the Nation would stop this reces- 
sion within 30 days. It would stop inflation almost at once. It would put all of 
the unemployed back to work. It would save the Government and the people 
billions of dollars, and offer new hope for the future. 

If business and labor fail to move quickly in this direction, the Congress 
should disregard pressure groups and adjourn politics long enough to pass a 
concurrent resolution demanding that labor and business declare and enforce a 
moratorium for at least a year on price and wage increases. If they fail to 
comply, wage and price controls seem the only alternative to stop inflation. 

Mr. Arcer. On this matter of commerce, Mr. Abbott, I notice that 
it is defined on page 3 of the bill, and the word is simply used as 
“commerce,” both in the enacting clause, and nowhere is the word 
“interstate” used. Is there any question of constitutionality in this 
bill? 

Mr. Asporr. I would like for counsel to answer that. 

Mr. Kir«s. May I answer it, Mr. Alger? 

Mr. Acer. Please, sir. 

Mr. Kirxs. We recommended that the definition of commerce which 
appears in Public Law 1026, the so-called good-faith bill or the deal- 
er’s-day-in-court bill, be the definition that is used and applicable 
here. 

We are using language that is part of an existing Federal statute 
which is known and understood in the industry, and under which the 
industry is presently operating. 

Mr. Acer. This has never been tested by the Supreme Court, or 
challenged ? 

Mr. Krrx«s. It has not, sir. 

Mr. Acer. I was thinking of those situations. What is the rea- 
son it comes before the Federal Government, if not interstate com- 
merce ? 

Mr. Krrxs. It is under the heading of commerce, yes. 

Mr. Acer. The only reason it would be here is interstate com- 
merce, if you are speaking commerce. 

Mr. Kirxs. That is right. 

Mr. Arcer. It could not be intrastate? 

Mr. Kirxs. That is correct. 

Mr. Acer. What would the situation in Michigan be constitu- 
tionally ? 

Mr. Kirxs. You mean as to whether or not they would have to 
have the label ? 

Mr. Aucer. No, as to whether or not this is constitutional and 
whether this law would affect, since that is intrastate only. 

Commerce defined as shipping from city to city or within the State 
would be intrastate. Would this law apply, then? Would there be 
a constitutional question ? 

Mr. Krrxs. We feel that the law would be constitutional even in 
areas where there are assembly plants and where the designation from 
the assembly plant is within the same State. The question can arise, 
certainly, but it is our impression that the act would be constitutional 
even under those circumstances because you have in the assembly of 

the vehicles interstate commerce involved. 
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There will be certain instances where the vehicle, after it leaves an 
assembly plant, will go to an ultimate consumer within the State, 
but the vast majority of them will cross State lines. 

Mr. Aucer. Did this come up in the Senate hearings? I have not 
read those hearings. 

Mr. Kirxs. No, sir. 

Mr. Acer. Mr. Chairman, I will not pursue this further. I have 
just brought up a question of intrastate as in the case of Michigan. 
I am not an attorney. I simply call it to my colleagues’ attention. 

For example, the gentleman from Michigan (Mr. Bennett) might 
be interested because we have an intrastate matter there in the com- 
merce of these vehicles. This has never been tested by the courts, 
according to Public Law 1026 so far as our witness has testified. 

Is there some question of constitutionality? I do not know. 

If not, what will we do about intrastate ? 

I am posing the question in case my colleagues would like to look 
into it further. 

Mr. Abbott, I have enjoyed hearing your testimony and I am sure 
that we all want to help in any way we can. Certainly the motives 
you express, I am sure, all of us share. 

Mr. Dottrncer. Mr. Alger, I understand that the definition of com- 
merce in the bill is the same as section 4 contained in the Federal Trade 
Commission Act which has been tested by the courts and found con- 
stitutional. 

Mr. Acer. My question, Mr. Chairman, would be rephrased as to 
what is the intrastate situation as to the constitutionality. I do not 
know the test according to section 4. 

Mr. Douincer. Maybe the gentleman from Michigan could give 
us that information. 

Mr. Bennett. I do not profess to be an expert on constitutionality 
on a matter of this kind. I believe where Congress seeks to regulate 
an industry which is primarily engaged in interstate commer ce, once 
it takes jurisdiction over the particular matters, it covers all of their 
business both intrastate and interstate. 

I think probably the word “commerce” in a case such as this would 
be broad enough to cover any State, even though the particular ve- 
hicle was wholly manufactured and sold within the borders of the 
State. 

I am sorry, Mr. Abbott, that I missed the reading of your state- 
ment. I do not want to have you read it or reiterate ‘things that you 
have gone over, but would you for my information state briefly what 
evils this bill seeks to correct ? 

Mr. Asporr. It is going to correct false and misleading advertising, 
gimmick advertising. 

Mr. Bennett. By whom? 

Mr. Ansorr. Packing. By the retail automobile industry. 

Mr. Bennett. Who is falsely advertising, the manufacturer or the 
dealer ? 

Mr. Apportr. The dealer. 

Mr. Bennett. Franchised dealers or the independent dealers or 
both? 

Mr. Assorr. Both. 

Mr. Bennett. Does this legislation have anything to do with news- 
paper advertising ? 
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Mr. Asporr. It could very definitely have a lot to do with newspaper 
advertising. 

Mr. Bennett. Would it prevent a dealer from advertising a car 
for a certain price ? 

Mr. Asporr. No, sir. 

Mr. Benner. Ir respective of what is tagged on the car ? 

Mr. Asporr. No, sir. 

Mr. Bennerr. Does the evil you are talking about flow from the 
advertising by the dealer in the newspapers or from price tags and 
other information that he puts on the automobiles? 

Mr. Asporr. I cannot quite hear you, sir. 

Mr. Bennett. Give us a specific example of what this legislation 
would correct. 

Putting this information on the car would correct what? 

Mr. Apsorr. First, in the minds of the public and in the interest 
of the public, it would give them the true value of that new automo- 
bile rather than of some fictitious price that would give him a fictitious 
downpayment and fictitious financing. 

Secondly, it would make competition in advertising. 

For instance, as I read in my statement, sir, a thousand dollars dis- 
count or save a thousand dollars or a mink stole and a trip to Florida, 
or a vacation for your family for 2 weeks with a cottage; those things 
A dealer is not going to give anything away. He is adding that to 
the fair price of that automobile in order to make those gimmick 
deals. 

Mr. Bennett. In order for him to make a gimmick deal, does he 
have to misrepresent the price of the car to the customer ? 

Mr. Apporr. Yes, sir. 

Mr. Bennert. And if the customer can see the price on the car, he 
will immediately be able to appraise the trade-in allowance and things 
of that kind. 

Mr. Azssorr. He will know right off, sir, that is a fair price of that 
automobile, and then the only bargain would be the difference the 
dealer would see in the price of that used automobile and how much 
of his profit he would give away on that used automobile that he is 
taking in. If he can take in that used car to get more for that auto- 
mobile, more power to him. It will put it down on an equal competi- 
tive basis. The customer will know exactly what he is getting. 

Mr. Bennett. He could still get the customer into his place of busi- 
ness by false newspaper advertising, could he not ? 

As I read this, it does not apply to newspaper advertising. 

Mr. Asporr. No, sir. It doesn’t apply to any adv ertising whatso- 
ever, sir. 

Mr. Bennett. That kind of advertising could still be misleading, 
could it not ? 

Mr. Asporrt. It certainly could. A dealer can still mislead custom- 
ers with his advertising even with this, but he can’t do it as much as 
he could without this law in effect. 

Mr. Bennett. You can turn on the radio here in Washington and 
I suppose any other city in the same way and listen to various dealers 
advertise how cheap they are giving away their automobile if you go 
out and buy one right now, and they give you a specific price, which 


is very often lower than the price you see advertised in the news- 
papers. 
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Mr. Aszorr. In explaining that, sir, that is also a gimmick to get 
a man into your place of business. You do not advertise equipment 
on the automobile. The man does not know what kind of equipment 
is on the car. On his price advertising, when you get a man in there, 
they will start adding the additional equipment. The equipment 
will be shown on the label of the automobile, and he cannot advertise 
that automobile for a price, as you are speaking of, and then when the 
customer comes in start adding all this factory-installed equipment 
on it. It will already have been added on there. 

Mr. Bennerr. Do you not think it would be a good idea to re- 
quire a little more specific information on the price that a car is ad- 
vertised for ? 

For example, a Chevrolet dealer may advertise a Chevrolet sedan 
for $2,100. When you go over to the garage to find out about it, 
you find that includes the chassis, the steering wheel, the tires and 
the body, but little of anything else. Is that not misleading? 

Mr. Asgorr. Yes, sir; that is the point I was trying to make to you 
a while ago, sir. He cannot advertise that car for $2,100 and add on 
the equipment after the customer gets in there because it will have 
already been added. 

Mr. Bennett. It is added on the car? 

Mr. Assorr. It is on the sticker. 

Mr. Bennetr. But not in the newspaper advertising ? 

: Mr. Assorr. No, sir. He cannot advertise like that now with this 
ill. 

Mr. Bennetr. Why not? 

Mr. Assorr. Because, in the first place, he cannot sell that car for 
$2,100 with all that equipment on it. That was the gimmick adver- 
tising, to get you in there and when you get in there, they will start 
adding power steering, automatic drive. 

Mr. Bennetr. Why could not a manufacturer advertise the sug- 
gested price of the car so that everyone would know about it, and 
would that not accomplish the same thing as this proposed legislation ? 

Mr. Axsgorr. No, sir. 

Mr. Bennett. Why not? 

Mr. Asrorr. Because they cannot advertise the equipment that is 
attached to that automobile because everybody orders their cars dif- 
ferently. A manufacturer may advertise a car with no hydromatic— 
in my case it is hydromatic—transmission, and a man comes into my 
place and expects to buy the car for that price with hydromatic 
transmission. ‘The factory is behind the eight ball there. 

It is hard for them to do it. They just cannot do it. 

Mr. Bennert. I think a lot of people are misled by newspaper 
advertising. 

Mr. Asszort. I do, too, sir. 

Mr. Bennett. It seems to me if a manufacturer were required to 
put in the newspaper and other forms of advertising the basic prices 
of the car to indicate that this does not include any of the extras so- 
called, like power steering, power brakes, and easy windshield glass, 
and that sort of thing, or just by saying this is the car without any 
extras on it. 

Mr. Assorr. We are getting back to the same thing. The dealer 
could follow up that advertising and start adding on the equipment 
after the car gets there. 
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Mr. Bennett. It seems to me that the public is as much misled by 
the advertising of the basic price of the car without indicating that 
this includes nothing except the chassis and the four wheels— 

Mr. Axsort. I agree, sir. 

Mr. Bennett. Than he is by any other gimmicks used by the 
dealer. 

Mr. Azssorr. I agree, sir. 

Mr. Bennerr. How will this legislation correct that sort of business ? 

Mr. Axsorr. In some instances the manufacturers have never re- 
sorted to run a price ad. The manufacturers would not have to run a 
price ad if this bill is enacted. 

Mr. Bennerr. But they are still going to advertise cars ¢ 

Mr. Axssorr. Sure they are going to advertise their cars. 

Mr. Bennerr. And they are going to advertise prices in the paper ? 

Mr. Assorr. I do not know, sir. From a manufacturer’s stand- 
point, I cannot answer that. 

It is just almost impossible for a dealer to run a price ad and have 
it any different than what is on the label of that windshield. 

Mr. Bennett. If this bill is passed, will a dealer advertising a Chev- 
rolet automobile, have to put the same information in his ad that the 
manufacturer is required to put on his label ? 

Mr. Ansorr. No, sir; he can put some other price. I do not think 
he would be very smart. 

Mr. Bennerr. He could put the basic price in and then when the 
customer comes to the garage, he is in the same fix he is now and finds 
out that it costs eight or nine hundred dollars more to get a few of the 
things he would like on the car over and above what it was advertised 
for? 

Mr. Axzsorr. Some of them may do that, but I do no think they will 
be here very long because it is not going to take long to educate the 
public that they can see now what is actually on an automobile. 

Mr. Bennett. This does not have anything to do with the used-car 
business ? 

Mr. Axssorr. No, sir. 

Mr. Bennetr. After a car is sold, none of this information has to 
be given ? 

Mr. Asporr. No, sir. 

Mr. Bennett. So an independent dealer selling a new used car has 
no obligation to put on any of this information ? 

Mr. Asnsorr. There is no such thing as a new used car. 

Mr. Bennett. What I mean by that is that you pick up the morning 
paper here and see advertised 1957 Cadillac with 500 miles on it. 

Mr. Dotiincer. Twenty-five miles. 

Mr. Bennett. That is in the hands of an independent dealer as es- 
sentially a new car and is offered for less than the new car. 

Mr. Aseorr. That question was asked a while ago, sir. 

It is a new car unti! it has been licensed. The sticker will still be 
on it until it is licensed. If that independent dealer has that auto- 
mobile on his lot and advertises it with only 25 miles on it, the original 
dealer to whom that car was shipped will be on there and they will see 
whether it came from further than 25 miles away or not. 

Mr. Bennett. That is all, Mr. Chairman. 
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Mr. Jarman. The only question I would ask of Mr. Abbott would 
be this: 

Mr. Abbott will not have an opportunity for rebuttal time. We 
will have witnesses testifying against the bill who will refer to his 
testimony and I would think would comment on the position that 
he and his organization have taken. I wonder if, very briefly, you 
can summarize the arguments that are being made against the bill 
and uny comments you would make on those. 

Mr. Kirxs. May I confer with the witness ? 

Mr. Jarman. I have in mind the extensive hearings that have been 
held in the other body, and I would be interested in any comments 
you would make in refutation of the arguments that were and will 
be made for the other side. 

Mr. Axsport. Sir, the only opposition we have encountered so far 
is the objection to the original dealer to whom that car was shipped 
from the manufacturer to be shown on the label. That has got to be 
there, in the interest of the public; they are buying automobiles that 
have been tow-barred and driven all over this country. 

Mr. Jarman. The only objection that is being voiced is the naming 
of the original dealer on the label ? 

Mr. Axsporr. That is the only objection we have encountered so 
far, sir. 

Mr. Jarman. You have in mind the hearings that have been held 
in the other body ? 

Mr. Assorr. Yes,sir. I testified over there also. 

Mr. Jarman. What argument is made to justify that opposition to 
the naming of the original dealer ? 

Mr. Apporrt. I think the witness is here and he is going to testify. 

Mr. Jarman. We will listen with interest, of course, to his testi- 
mony, but I thought this might be your one opportunity for rebuttal 
time. 

Mr. Asport. As I say, that is the only thing that has been objected to 
so far, the dealer to whom that car was shipped to originally being 
named. 

It would not be a bill without that. This bill is strictly in the 
interest of the public. They want to know whether or not they are 
getting a brand new automobile. 

Mr. Kirxs. May I elaborate just a little bit on that, Mr. Congress- 
man ? 

Mr. Jarman. Certainly. 

Mr. Kirxs. What we are interested in seeing accomplished, and it 
is not in any way to affect the used-car business—the used-car business 
is an indispensable adjunct to the new-car business becaue of the large 
number of trade-ins and sales—what we want is the buying public to 
know when they walk in to purchase a new automobile the sug- 
gested retail price of that car which will appear on the label, the 
dealer to whom the factory shipped that car; then, if that automobile 
is shipped from Detroit to Chicago and it appears in Miami, Fla., and 
is represented by someone there as being a new car, we wart the 
buying public to know that. 

From that point on, it is caveat emptor. If they still want to as- 
sume that automobile, even though it has a dealer’s name that it 
was shipped from Detroit to a dealer in Chicago, but is appearing 
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some place in Miami, Fla., and that seller is representing it as a new 
automobile, then the buying public is put on notice that that car by 
some method has been brought from Chicago to Miami. In all prob- 
ability it has either been tow-barred or driven. They are put on 
notice that the car was sent originally to an enfranchised dealer in 
Chicago. 

We want the buying public to know that. If they want to go ahead 
and buy that car on the basis of the representations that are made 
to them, that is their business. But at least they are apprised of 
the fact that the person who originally bought that automobile was a 
Chicago dealer, and also on that label will appear the suggested retail 
price that the factor y puts on it. If that is $2,200 and the dealer is 
asking $3,200, then the dealer is charged with the responsibility of 
explaining the thousand dollar difference, because the label will show 
all of the ingredients and all the factory-installed equipment that is 
on that vehicle. It will be on the label. 

If the dealer said, “I am adding these additional factors,” he has 
to demonstrate to that purchaser that they are in addition to those 
things that are put on by the manufacurer. 

Mr. Beamer. Mr. Chairman, would the gentleman yield at that 
point ? 

Mr. JARMAN. Yes. 

Mr. Beamer. In that case, do you consider this bill an antiboot- 
legging bill ? 

Mr. Kir«s. It is not designed for that purpose. 

Mr. Beamer. You were speaking of automobiles appearing in some 
places other than consigned. I think that was one of the primary pur- 
poses of the antibootlegging bill which was before this committee on 
several occasions. 

Mr. Kirxs. It unquestionably will have some effect on that prac- 
tice. But that is not the purpose of the bill. 

You will have the situation which this bill does not do violence 
to and it is an indispensable ingredient in everyday operation of a 
dealership, what is known as accommodation transfers among dealers 
of the same make within the same city. There the label will show that 
the vehicle was consigned to dealer A in Washington, D. C., but now 
dealer B in Washington, D. C., selling the same make car, has it. The 
customer says it looks like a secondhand car. 

It is a very simple explanation. It is done all the time. Regular 
customers of a dealer know that he cannot have in stock every ‘color 
combination and every accessory combination that he wants to. He 

calls upon a fellow dealer, “Do you happen tohave agreencar? Ihave 

a customer who wants it; I only have a black.” There you can give 
an intelligent and acceptable explanation to a customer why it “has 
another dealer’s name on it. But I think it raises very serious doubts 
if the car is halfway across the continent from the initial point, as 
to how it got there. 

Mr. Doutincer. Mr. Abbott, are you not asking us by this legisla- 
tion to do something that the manufacturers can do themselves with- 


out legislation? Let me put it to you specifically; maybe I could 
clarify it. 
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How can an independent dealer get an automobile unless it is 
through a licensed or franchised dealer. He cannot get it directly 
from the manufacturer. 

Mr. Assorr. No, sir. 

Mr. Dotirncer. He must go to an authorized dealer to get a car, 
is that right? 

Mr. Azporr. Yes, sir. 

Mr. Doxtincer. The franchise that you have with your company is 
a franchise that they could terminate at their will. If they think you 
are violating the terms of your contract with them, they can terminate 
that franchise, can they not? 

You do not have a lifetime contract with them ? 

Mr. Aszorr. With certain limitations, they can cancel it. 

Mr. Dotiincer. Your association has set up a code of ethics for 
your membership which embodies the ae that you think this legis- 
Jation will seek to correct. Is it not possible for the dealers to get the 
manufacturers to embody that code of ethics in their agreement with 
their authorized franchise dealers and for a violation terminate such 
an agency ¢ 

Mr. Asorr. The manufacturers could not under the terms of our con- 
tract and under Public Law 1026, force us to do anything. 

Mr. Dotiincer. They cannot force you to properly advertise their 
products ? 

Mr. Axzorr. All they can do is suggest that your advertising is mis- 
leading and they wished you would stop it. They do not make it 
mandatory that you quit it. 

Mr. Doturncer. And the manufacturer cannot terminate an agency 
if they seek to do so because of misleading advertising ? 

Mr. Aszorr. If you violate the franchise. 

Mr. Doriincer. Exactly; what is to stop them from embodying 
those provisions in your franchise, the code of ethics that your associa- 
tion has set up ? 

Mr. Assorr. We have asked the manufacturers to embody that in 
our contracts and I think they will. Most of us have a 5-year con- 
tract that was signed in 1955 and the manufacturers are working with 
us ona code of ethics. 

They are trying, too, but they cannot control a guy out here that 
has a pack in his automobile. They cannot tell you how to price your 
automobile. All they can do is to suggest the price. 

Mr. Dottincer. You are not desirous that the Congress pass legis- 
lation to fair trade for your industry ? 

Mr. Asgort. That is right. 

Mr. Dotiincrer. You want the agencies to advertise fairly to the 
public. You say that the manufacturers are willing to go along with 
the association that you represent and protect the public. 

Why can they not do that by their franchise? When the franchise 
expires, they can say, “We won’t give you another franchise unless 
you sign this code of ethics that your industry prescribes to protect the 
public.” 

Mr. Assorr. Mr. Chairman, what we are trying to do in the auto- 
mobile industry is the type of truth in labeling that exists in many 
other industries. The clothing that you wear, I think, under law now 
is required to have a true label in it as to what percentage of dacron 
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and what percentage of wool and all of the ingredients that go into 
it. 

There are other truth-in-labeling bills. What we wish to do is to 
properly inform the consuming public. It could be done unquestion- 
ably voluntarily if everybody would do it simultaneously and you 
ae get goodwill cooperation on the part of everyone, but you do not 

o that. 

Mr. DotiineGer. The situation is not analogous because you are talk- 
ing about clothing where there are no franchises involved. Here is a 
situation where franchises are involved and the manufacturer can, by 
his own initiative, make the dealer agree to the rules that he sets up so 
that the public will be protected. 

Mr. Kirxs. Yes, but I do not think the manufacturer could under 
the present law, prescribe by franchise, particularly where there is 
a complete and consummated sale from the manufacturer to the en- 
franchised dealer of his product. 

The manufacturer has no authority and would be in violation of the 
law if they dictated the price at which that car is to be sold. They 
have no legal control beyond that point. 

Mr. Dotiincer. I was not talking about dictating the price at which 
it was to be sold. I was only talking about embodying the things that 
are in the legislation before us. I wonder if the manufacturer cannot 
enforce that without this legislation. I think he can. 

I have one further question and I will relinquish my time. Would 
you object to the inclusion on this label of the amount of excise tax? 
I know you testified you have no objection to it being set forth but 
would you object to the thing being put on the label that the excise 
tax for this car isso much money ? 

Mr. Kirxs. We would for this reason, Mr. Chairman. 

Mr. Dotiincer. You would object? 

Mr. Kirxs. We would object because of the mechanical difficulty it 
would impose upon the manufacturer in computing the precise excise 
tax. 

Under the present law, they are required to be precise in doing it if 
they advertise it. But as you know, in the automobile industry, they 
strike an average in computing excise taxes. It is not computed to 
the exact penny on each vehicle. 

That would be different whether you had white-wall tires or any 
other countless number of factors that would enter into it. So in 
deference to the mechanical imposibility that it would impose on the 
manufacturer in conforming to it, we object to it being set forth as a 
separate item; not because we oppose informing the general public 
what taxes they pay. 

Tf it could be done without a burden to the manufacturer, we would 
welcome it being set forth as a separate item so that they would know 
how much tax they were paying. 

Mr. Arcer. Mr. Chairman, I was going to ask you to yield on the 
point you made, because at the top of the page, page 10 of the statement 
of Mr. Abbott he sets forth very clearly that the automobile dealers 
want a code of business standards and concludes by saying that viola- 
tions of the code make grounds for cancellation of a dealer’s franchise 
by the manufacturer. 
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I thought maybe a fuller treatment of that by them might answer 
that, question. I am now puzzled by the questions that the chairman 
brought up in which it is apparent that it is going to take Federal 
legislation in order to make such a code stick between the manufac- 
turers and the dealers. 

I am puzzled now because what is the good of a code if it does not 
bind anyone ? 

Mr. Assorr. If you read the bottom of page 9, that is what we had 
asked the manufacturers to do. As I stated befor e, most of our con- 
tracts are on a 5-year basis and some of them are continuing. 

Mr. Areer. We are in a situation of can’t or won’t. That is what I 
am trying to clear up in my own thinking. If you need legislation, I 
am sure this Congress will certainly do its part. If it can be done 
without legislation, I know this committee, as our chairman has indi- 
cated, would not be eager to pass another law if you can do it through 
your code, which is your expression on page 10. 

Mr. Kinks. Mr. Alger, we have tried desperately and continuously 
to accomplish this m: itter within the framework of the present law and 
by negotiation and we have failed to do so. 

We feel it is mandator y at this time that we have Federal legislation 
to resolve the problem. 

Mr. Avery. Mr. Chairman, if the gentleman from Texas will yield 


to me, this dealer’s code has been adopted by the National Automobile 
Dealers Association ? 


Mr. Kirxs. That is correct. 

Mr. Avery. The remarks of the gentleman from New York and the 
gentleman from Texas refer back to the manufacturers and they are 
not bound by that code. 

Mr. Kirxs. No, sir, and neither are the several thousand enfran- 
chised dealers who are not members of the association. 

Mr. Avery. If the manufacturers would adopt that same code and 
do it in all sincerity, then I can agree with the gentleman from Texas 
and the gentleman from New York; it could be done voluntarily. But 
until they subscribe and show some genuine interest in living up to that 
code, it has no effect on them at all. 

Mr. Krrxs. That is right. 

Mr. Acer. If the gentleman will yield, you asked the question 
earlier if I am not mistaken, whether the manufacturers are behind 
this bill. I am beginning to wonder if the manufacturers want this 
bill if they will not cooperate. 

Maybe they are eager to sell these cars so they can be resold in any 
way so they can move more cars. 

Mr. Krirx«s. I think the record in the Senate indicates to the con- 
trary. I understand that they are appearing before your committee, 
sir, to indicate their support of the legislation. 

Mr. Atcer. We will certainly hear about it at that time. 

Thank you. 

Mr. Dotirncer. Thank you, Mr. Abbott. 

Mr. Kirxs. Thank you, Mr. Chairman and gentlemen of the com- 
mittee. 


(The following supplemental statement was later received from 
Mr. Abbott :) 








AUTOMOBILE LABELING 45 


SUPPLEMENTAL STATEMENT OF THOMAS F. ABBOTT, JR., PONTIAC DEALER, 
Fort Wortu, TEx. 


Mr. Chairman and gentlemen of the committee, I wish to thank you for the 
privilege of being permitted to file this supplemental statement which I request 
be incorporated in the record of the proceedings on 8. 3500. 

It is our desire to address ourselves to just one principal point that was raised 
during the course of the testimony which was presented to this committee on 
May 21. It has to do with the effect the enactment of S. 3500 will have upon 
the sale of new automobiles by enfranchised dealers to nonenfranchised dealers 
for resale. 

The argument has been advanced that the enactment of 8. 3500 would mate- 
rially reduce, if not terminate, such sales. There is nothing in the wording of 
this bill, nor is there by implication or inference any prohibition whatsoever 
upon the sale of a new vehicle by an enfranchised dealer to whomever he de- 
sires, for whatever price he desires, regardless of where his purchaser may be 
situated. Despite statements made to the contrary, I defy anyone to demon- 
strate that this bill restricts sales of any kind or description. 

If there is apprehension in the minds of some that the enactment of S. 3500 
would constitute an impediment to a certain class of sales, it must be predicated 
upon some other basis than that of prohibitory language in the proposed 
legislation, 

It must be patently clear to anyone that the true reason those who do not 
desire the name and address of the enfranchised dealer to appear on the label 
to whom the car is shipped from the factory, is because they don’t want the 
purchaser to know the history of the vehicle from the time it left the factory. 
It is one of the primary objectives of S. 3500, not only to disclose all the elements 
of price to the prospective purchaser, but also the true facts with respect to the 
treatment the vehicle has received from the time of shipment from the factory 
to the dealership that has it on display. ‘To remove from the label the name and 
address of the dealer to whom the factory has shipped the car will eliminate from 
the bill one of its principal safeguards for the buying public. 

There is no mystery in the so-called practice of bootlegging new automobiles. 
The enfranchised dealers who wholesale new cars to used car dealers—the “boot- 
leggers”—are known as such to their factories and fellow enfranchised dealers, 
The enactment of S. 3500 will neither add to nor detract from this knowledge. 

What S. 3500 will do is inform the buying public of the history of the car 
which, in many instances, they are not accurately told about today in the 
absence of a law requiring full disclosure. 

Of course a dishonest dealer—new or used—doesn’t want to be required to 
tell the truth, but an ethical enfranchised or nonenfranchised dealer need have 
no fear of S. 3500. 

We of the NADA urge immediate passage of S. 3500 in the public interest. 


Mr. Dotiincer. Will you please identify yourself for the record ? 


STATEMENT OF DAVID BUSBY, COUNSEL FOR THE SUBCOMMITTEE 
ON AUTOMOBILE MARKETING PRACTICES, UNITED STATES 
SENATE 


Mr. Bussy. My name is David Busby. I am counsel for the Sub- 
committee on Automobile Marketing Practices of the Senate Interstate 
and Foreign Commerce Committee. 

Did you, Mr. Dollinger, get the letter from Senator Monroney, 
chairman of that Subcommittee ? 

Mr. Doturncer. Yes; I have the letter in which Senator Monroney 
asks that you read his statement in view of the fact that he is detained 
unavoidably and cannot be here this morning. 

Mr. Buspy. Yes, sir. I will, with your permission, read his state- 
ment which takes about 18 minutes and would be glad to try to answer 
whatever further questions that the committee has. 


28211—58——-4 








46 AUTOMOBILE LABELING 


Mr. Dotiineer. Before you do that, I am afraid there will be a call 


of the House very soon this morning. We have some very important 
votes. 


Is Mr. Netherton here? 

I have been informed that he stepped out. I doubt if we can reach 
him this morning. Whether the committee will be able to sit this 
oo I cannot tell. I want to ask the same question of Mr. Val 

ones. 

Can you gentlemen come back some other time? You are both 
from Washington ; are you not ? 

Mr. Netherton, if we could meet this afternoon it would be 2 or 2: 30. 

Mr. Netuerton. If the hearings were not continued this afternoon, 
Mr. Chairman 

Mr. DoturNeer. I do not think they can be continued tomorrow be- 
cause the committee has another schedule set for tomorrow morning. 

Mr. Neruerron. All of the people that we would like to present 
are from here in Washington. Unfortunately, they do not have writ- 
ten statements which we can leave with you. Some will speak of their 
own experiences. 

Mr. Dotirncer. Are they residents of Washington? 

Mr. Neruerton. Yes. 

Mr. Dotirncer. And they could come back. And the same thing 
applies to Mr. Johns? 

Mr. Neruerton. That is correct. 

Mr. Dotirncer. You can call the clerk of the committee at 2 o’clock 
and find out if we can meet this afternoon. 

Mr. Nernerton. Thank you. 

Mr. Dotiincer. Before you proceed, Mr. Busby, I think I should 
insert in the record, without objection, a letter dated May 23, 1958, 
from Senator Mike Monroney, addressed to Congressman Mack as 
chairman of this subcommittee with regard to his inability to be pres- 
ent at these hearings and that he is therefore transmitting his state- 
ment through you. 

(Letter referred to follows:) 





UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
May 23, 1958. 
Hon. Peter MACK, 
Chairman, Subcommittee on Commerce and Finance, Committee on Inter- 
state and Foreign Commerce, United States House of Representatives, 
Washington, D. C. 


DeaR Mr. CHAIRMAN: Before you announced the date of the hearings on S. 
8500, I had made definite commitments for several commencement speeches in 
Oklahoma, and cannot be in Washington on Wednesday to appear before your 
subcommittee. 

Therefore, I am taking the liberty of transmitting my statement by Mr. David 
Busby, counsel of the Subcommittee on Automobile Marketing Practices of the 
Senate Committee on Interstate and Foreign Commerce. He is thoroughly fa- 
miilar with the bill, and can answer any questions you may have as well as I 
could. 

I personally appreciate the speed with which you have begun consideration 
of this bill. I earnestly hope that after hearings your subcommittee will recom- 
mend its passage. 

Sincerely yours, 


A. S. Mike MonrRoNey, 
United States Senator. 
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Mr. Dotiincer. You may proceed. 
Mr. Bussy. Thank you, sir. I shall read Senator Monroney’s pre- 
pared statement, if that is all right. 


STATEMENT OF HON. A. S. MIKE MONRONEY, A UNITED STATES 
SENATOR FROM THE STATE OF OKLAHOMA, AS READ BY DAVID 
BUSBY 


Mr. Bussy (reading) : 


Chairman Mack and my other good friends and colleagues of the Commerce 
and Finance Subcommittee, I certainly want to thank you for permitting Dave 
Busby to appear before you and present my statement on S. 3500, the automobile- 
labeling bill, for your consideration. 

I know what a heavy workload this part of the legislative session places upon 
the shoulders of each of you. For this reason your prompt consideration of the 
legislation before you today is very much appreciated by myself and the other 
authors, Senators Strom Thurmond, Fred Payne, and William Purtell. I am sure 
you will find the bill deserving of this attention. 

S. 3500 is in the tradition of public service which your subcommittee and its 
parent Committee on Interstate and Foreign Commerce always require and its 
early passage will, I feel, do much for the entire economy. 

As you know, hearings on §S. 3500 have been held by the Automobile Marketing 
Subcommittee of the Senate Interstate and Foreign Commerce Committee. 
Literally each word of the bill has been weighed by that subcommittee. Nearly 
every section of the original bill has undergone minor technical changes to make 
clear its intent and to bring about the maximum public benefit with the mini- 
mum disturbance of existing industry practices. 

In addition to this careful and painstaking treatment, there has been coordi- 
nation at the staff level between Mr. Busby, counsel for the Senate subcom- 
mittee, and your own excellent and experienced staff adviser, Mr. Spal. 

I hasten to add that, regardless of the prior “flyspecking” S. 3500 has received, 
it bas never been in my experience, either in the House or in the Senate, to find 
a bill in which the language is absolutely perfect. 

I know you will make whatever changes are necessary so that the bill will 
live up to the high public standards of this subcommittee. Its able chairman, 
my friend Peter Mack, has done excellent work through the years in the fields 
of aviation, automobiles, and other vital segments of our economy. 

In your careful consideration, however, I would like to urge all deliberate haste 
for two reasons. 

The first of these reasons is that the manufacturers of automobiles, who are 
the only parties required to do anything positive under the bill, will need as 
much time as possible to work out the details of placing the labels upon each 
new car sold to a dealer after the effective date of the bill, which is the date of 
introduction of any new model. We are, perhaps, within 120 days of that time 
already. 

More important, though, is the fact that many dealers, caught up in the spirit 
of S. 3500 and recognizing the need for restoration of confidence in automobile 
merchandising, are beginning to voluntarily place this type label upon their new 
cars. 

I feel certain that as soon as the labeling bill is signed into law, its value 
to the orderly marketing of automobiles will be recognized by dealers all over 
the country, and we will see an immediate return to the old-fashioned honesty 
of an advertised delivered price, restoring confidence to a bewildered car-buying 
public, many of whom have been avoiding dealers showrooms, primarily because 
of their fear of trying to trade with a sharp-penciled dealer. 

This return of public confidence will have an immediate beneficial effect on 
the sale of automobiles and will, perhaps, do more to bolster our sagging economy 
at this crucial time than many of the antirecession measures before this 


Congress. 

If I may paraphrase in the interest of time, Mr. Chairman, the next 
section of Senator Monroney’s statement deals with the importance 
of the automobile industry in the economy and points out that this is 
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the number one industry, and that it has great effect upon the entire 
spectrum of our national economy. 

It also points out that the one segment of our economy in which 
sales have slumped is in the automobile business—regardless of the 
fact that consumer disposable income is at an almost. all-time high, 
and that this slump is at least in part caused by the lack of confidence 
that consumers have in their attempts to purchase automobiles. 

This bill, the Senate committee felt, will go far in correcting the 


abuses which no manufacturer or dealer can unilaterally attack with- 
out being put at a competitive disadvantage. This is to some extent, 
the answer to the questions put by the chairman a few minutes ago 
with regard to why do not dealers and manufacturers have such a 
ae at the present time. They cannot do so competitively, accord- 

ng to the testimony before our ‘subcommittee, at least. 

" Nieobattly in many areas, dealers have begun to employ this new 
price label, and they find, as is pointed out in the Senator’s statement, 
that it is effective in restoring confidence and improving sales. 

Mr. Jarman (presiding). It is being done by dealers on a volun- 
tary basis? 

Mr. Bussy. In the last 2 weeks, Mr. Chairman. 

Included in the Senator’s statement are clippings from The Auto- 
motive News, showing some of the various places where this is being 
done now. 

Further paraphrasing the Senator’s statement in the interest of 
time, the packing of new-car prices is the central difficulty causing 
consumers to stay away from the showroom. Packing is defined as 
the falsification of the manufacturer’s suggested retail price. The 
oractice of packing leads to several obvious abuses. It leads to mis- 
codina advertising. It leads to unnecessary sales-tax assessments 
based on this higher “nacked” price of the car. It leads to unneces- 

sary insurance charges and on the higher price of the ear. 

It leads to unrealistic evaluation of the equity which a purchaser 
may have in a new car that is financed. It leads to the inability of 
the public to compare the prices of cars and therefore it does away, 
to some degree, with price competition between manufacturers. 

In addition, the packing of prices burdens the public with the neces- 
sity of spending many hours in the tedious and oftentimes unpleasant 
occupation of trudging from one dealer’s showroom to another look- 
ing at the same make of car. [Reading:] 


The packing operation is simplicity itself. The customer is led into the show- | 
room by wild and strident advertising of huge discounts, overallowances, or even 
by paid trips to Paris. He is shown an official-looking schedule of prices which 
in fact includes a pack of several hundred dollars over the factory suggested 
list price. 

Testimony also indicated that in some instances the customer is shown a false 
invoice to indicate that the dealer is making no profit on the sale or that he is 
selling below cost. However, the primary emphasis is put upon the amount 
the customer will be allowed for his used car. 

As the purchaser goes from dealer to dealer being offered more for his old 
ear, and as he becomes more and more convinced of his ability to outtrade the 
“desperate” auto dealers, less and less attention is paid to the price of the new 
ear. Normally, the more expensive the new car, the more the purchaser is 
offered for the old one. This creates the illusion that the most expensive car is 
the best deal. Often little attention is paid to the accessories and the prices of 
accessories that are added in or left out, as the case may be. 
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After deciding to purchase the car, the buyer is sometimes almost in a state of 
hypnosis with the new-car fever and he rushes headlong through the closing. 
A witness described a closing as follows: 

“Now here is the point at which the ‘double push-up’ occurs. The customer, 
having satisfied his own vanity that he has gotten the very best possible trade-in 
offer for his old car, as a matter of fact is preening himself somewhat on the 
idea that he has probably outsmarted the dealer, loses sight of the fact that 
this chap known as the ‘Smiling Slobbovian’ or some such, who is eyeing him 
speculatively through cigar smoke, has simply inflated the price of the new 
be to easily cover the overallowance on the trade-in, if not a little more than 
that.” 

Our marketing pattern was evolved over the years on the basis of confidence 
between seller and purchaser. To some extent, at least, this confidence has been 
based on a clearly ascertainable price, even if only as a figure to start from. 
This is a distinguishing mark of the great economy of our Nation. 

The authors do not believe that S. 3500 will correct all of the abuses described 
above. Nor will this bill force automobile marketing, which is unique, into the 
same marketing pattern of other industries. 

We do feel, however, that the factory-suggested retail price attached to the 
car will represent one solid number in an otherwise overwhelming jumble of 
figures, and will operate to help restore public confidence. 

I would like to briefly comment on the requirements of 8S. 3500. 

The definitions, which are largely self-explanatory, are found in section 2 of 
the bill. 

I would only point out that the application of the bill is limited to passenger 
ears and station wagons and that, for the purposes of the bill, a car would re- 
main new until it is sold to the ultimate purchaser. 


This, Mr. Chairman, came into question a while ago. The car on the 
used-car lot would have the sticker on it until it is sold to the ultimate 
consumer. It is not a matter of whether the car had been “registered.” 
It is a matter of the intent of the purchaser, whether he intends to re- 
sell it for profit or not. It in no way restricts the used-car dealer from 
selling new cars, but it would give the public information as to where 
the car had come from. 


Section 3 requires that a label be placed upon the windshield or side window 
of the car, setting forth— 
(a) The make, model, and serial or identification number or numbers; 
(b) The final assembly point ; 
(c) The name, and the loeation of the place of business, of the dealer 
to whom it is to be delivered. 


That section is the only section to which there has ever been any 
objection by any witness. 


(ad) The name of the city or town at which it is to be delivered to such 
dealer ; 

(e) The method of transportation used in making delivery of such auto- 
mobile, if driven or towed from final assembly point to place of delivery ; and 

(f) The following information : 

(1) The retail price of such automobile suggested by the manufac- 
turer ; 

(2) The retail delivered price suggested by the manufacturer for 
each accessory or item of optional equipment, physically attached to 
such automobile at the time of its delivery to such dealer, which is not 
included within the price of such automobile as stated pursuant to 
paragraph (1) ; 

(3) The amount charged, if any, to such dealer for the transportation 
of such automobile to the location at which it is delivered to such 
dealer ; 

(4) The total of the amounts specified pursuant to paragraphs (1), 
(2), and (8). 

Certain criminal penalties are specified in section 4. Failure of any manufac- 
turer to comply with these labeling requirements or the removal of the label 
by any person would subject the offender to criminal liability to the extent of 
1 year’s imprisonment or a fine of $1,000, or both. 
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Section 5 deals with the effective date. 

Mr. Chairman, thank you again for the consideration of your committee in 
the presentation of this bill. I urge its passage with all deliberate speed. When 
it becomes a law, I am sure that we can all take pride in this step toward a 
more ethical and vigorous market in America’s No. 1 industry. 


(Senator Monroney’s prepared statement is as follows :) 


STATEMENT oF Hon. A, 8S. MIKE MONRONEY, A UNITED States SENATOR FROM 
THE STATE OF OKLAHOMA 


Chairman Mack and my other good friends and colleagues of the Commerce 
and Finance Subcommittee, I certainly want to thank you for permitting Dave 
Busby to appear before you and present my statement on 8. 3500, the automobile- 
labeling bill, for your consideration. 

I know what a heavy workload this part of the legislative session places upon 
the shoulders of each of you. For this reason your prompt consideration of the 
legislation before you today is very much appreciated by myself and the other 
authors, Senators Strom Thurmond, Fred Payne, and William Purtell. I am 
sure you will find the bill deserving of this attention. S. 3500 is in the tradition 
of public service which your subcommittee and its parent Committee on Inter- 
state and Foreign Commerce always require, and its early passage will, I feel, 
do much for the entire economy. 

As you know, hearings on §S. 3500 have been held by the Automobile Market- 
ing Subcommittee of the Senate Interstate and Foreign Commerce Committee. 
Literally each word of the bill has been weighed by that subcommittee. Nearly 
every section of the original bill has undergone minor technical changes to make 
clear its intent and to bring about the maximum public benefit with the minimum 
disturbance of existing industry practices. In addition to this careful and pains- 
taking treatment there has been coordination at the staff level between Mr. 
Busby, counsel for the Senate subcommittee, and your own excellent and expe- 
rienced staff adviser, Mr. Spal. 

I hasten to add that, regardless of the prior “fly-specking”’ S. 3500 has received, 
it has never been my experience—either in the House or in the Senate—to find a 
bill in which the language is absolutely perfect. I know you will make whatever 
technical changes are necessary so that the bill will live up to the high public 
standards of this subcommittee. Its able chairman, my friend Peter Mack, has 
done excellent work through the years in the fields of aviation, automobiles, and 
other vital segments of our economy. 

In your careful consideration, however, I would like to urge all deliberate 
haste for two reasons. 

The first of these reasons is that the manufacturers of automobiles—who are 
the only parties required to do anything positive under the bill—will need as 
much time as possible to work out the details of placing the labels upon each 
new car sold to a dealer after the effective date of the bill, which is the date 
of introduction of any new model. We are, perhaps, within 120 days of that 
time already. 

More important, though, is the fact that many dealers caught up in the spirit 
of S. 3500 and recognizing the need for restoration of confidence in automobile 
merchandising are beginning to voluntarily place this type label upon their new 
ears. I feel certain that as soon as the labeling bill is signed into law its value 
to the orderly marketing of automobiles will be recognized by dealers all over 
the country, and we will see an immediate return to the old-fashioned honesty 
of an advertised delivered price—restoring confidence to a bewildered car-buying 
public, many of whom have been avoiding dealers showrooms, primarily because 
of their fear of trying to trade with a sharp-penciled dealer. This return of 
public confidence will have an immediate beneficial effect upon the lagging sales 
of automobiles and will, perhaps, do more to bolster our sagging economy at this 
crucial time than many of the antirecession measures before this Congress. 

In the past 50 years the vital, young automobile business has become a giant 
of our industry and a leader of our marketing. Furthermore, it has become the 
No. 1 consumer of the raw materials and products of other industries. 

In 1956 auto retail sales amounted to $50 billion. Enough glass was used to 
place windows in 5 million homes, and insurance premiums on automobiles 
amounted to $5 billion. In that year, the automobile industry used approxi- 
mately 42 percent of the Nation's sheet steel, 24 percent of the Nation’s bar steel, 
24 percent of the Nation's strip steel, 65 percent of the Nation’s natural rubber, 
61 percent of the Nation’s synthetic rubber, 7 percent of the Nation's copper, 42 








~--csesaacaamaaaet LD 


AUTOMOBILE LABELING 51 


percent of the Nation’s lead, 28 percent of the Nation’s zinc, 71 percent of the 
Nation’s upholstery leather, and 13 percent of the Nation’s nickel. 

‘ The various States receive about 30 percent of their total revenue from auto 
axes. 

The estimated total number of employees of all new car dealers is 750,000, 
about one-tenth of total retail employment. 

The estimated total retail sales by all new car dealers in 1957 was $32 billion. 

The estimated number of vehicles registered in the United States as of De- 
cember 31, 1957, was 67,200,000. 

The estimated total number of licensed drivers in 1957 was 80 million. 

One out of every seven persons employed in the United States is employed in 
highway transport industries. 

Because of these facts, the industry has assumed the role of bellwether of our 
economy and leader of this country’s manufacturing and sales methods. Having 
assumed this role of leaderhip, the industry, through its current sales practices, 
has begun to drag the economy into the abyss of a buyers’ strike. 

The one serious downturn in consumer purchasing is in automobiles. Sales of 
new cars are off 25 percent. Other goods and services continue to sell at a 
good pace. 

The Automotive News reported the first quarter 1958 output of automobiles at 
1,238,710, compared with 1,790,597 during the same period in 1957; 1,615,731 
in 1956; and 1,995,543 in 1955, a banner year. At the same time unsold new 
car stocks in the hands of dealers jumped to 869,000, the highest since April 1, 
1956, and unsold used-car stocks reached a 4-year high. 

The drop in automobile production has much to do with the fact that steel 
production has dropped to approximately 58 percent of the level of last year, 
demonstrating the effect of the automobile production on other basic industry. 

The striking fact is that, regardless of the above, disposable income is at near 
record levels. According to the Department of Commerce disposable income 
for the first quarter 1958 was $299,300 million, as compared with $296,500 million 
in the same period of 1957; $279,600 million in 1956; $260,100 million in 1955. 
The record level was reached during the third quarter of 1957. It was $303,300 
million. 

The individual purchaser cannot be blamed for his refusal to spend his sav- 
ings on a new automobile or to obligate himself for years in the future when 
be simply cannot determine the price of a new car. This bill will go far in 
correcting the abuses which no manufacturer or dealer can unilaterally attack 
without being put at a competitive disadvantage. 

To show that this is really catching on I would like to read into the record 
these clippings from this week’s Automotive News, the outstanding industry 
publication : 


“LIST PRICE TAGS CLICK IN CALIFORNIA—DEALERS SAY BUYERS ARE MORE CONFIDENT 


“GREENSBORO, N. C.—Dealers here report they are ‘experiencing a greater 
measure of public confidence’ since they began to post factory-suggested list 
prices in their showrooms April 25. 

“Cleveland dealers launched a similar program May 8, with each bonding 
himself for $5,000 which will be forfeited if the better-business bureau finds he 
has violated his pledge to stick to list prices. 

“All but one Greensboro dealer adopted the plan, introduced at the start of 
the city’s successful auto-buy campaign. 

“ ‘Everybody seems very happy with the system,’ said T. A. Williams, North 
State Chevrolet Co., Inc. ‘Our salesmen have had favorable comment from our 
customers. We apparently have regained a certain amount of respect.’ 

“Salesmen like the plan because it ‘gives them more to work on,’ he added. 

“Williams said customers still expect overallowance on trade-ins and dis- 
counts but ‘we are giving less of each.’” 


“DETROIT FORD DEALERS POST CAR, OPTION PRICES 


“Derroir.—Detroit-area Ford dealers are posting factory-suggested list prices 
of cars and accessories in their showrooms. 

“Hi Dawson, president of the Metropolitan Detroit Ford Dealers Association, 
said the move was agreed on ‘because there has been so much publicity about car 
prices.’ The price-posting policy will be permanent, he said.” 
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“DETROIT SUBURB ADOPTS PRICE TAG, ABSORBS EXCISE 


Derrorr.—Nine dealers along suburban Ferndale’s “motor mile” last week 
beat Congress to the punch by adopting the price-disclosure program proposed by 
Senator A. S. Mike Monroney. “Each car on the dealers’ floors will carry a 
tag listing the factory-suggested price minus the 10-percent Federal excise tax, 
according to Jim Mason, Hodges Auto Sales, Inc., publicity chairman for the 
group’s auto-buy promotion. 

“Mason said the dealers would absorb the excise tax. The policy probably 
will be continued for the rest of the model year, he added. 

“Participating dealers include: 

“Hodges Auto Sales, Inc. (Chrysler-Dodge) ; Falvey Motor Sales Co, (Austin, 
MG, Morris, Alfa, Romeo, Austin Healey, Jaguar, Mercedes Benz, Porsche, Volks- 
wagen) ; Gage Oldsmobile, Inc.; Higgins Pontiac; Ed Lawless Buick, Inc.; Ray 
North, Ine. (Ford) ; Northwood Plymouth Sales, Inc.; Race Motor Sales Ine. 
Edsel, Studebaker, Packard), and Floyd Foren Chevrolet, Inc.” 


“Additional support for the measure came last week from Walker A. Wil- 
liams, viee chairman of Ford Motor Co.’s dealer policy board. 

“He told the South Carolina State Automobile Dealers Association that the 
bill promises to lay emphasis again where it belongs—on quality merchandis- 
ing.’ It will help eliminate price packing and false and misleading advertising, 
he said. 

“Declaring that it is essential that these practices be corrected, Williams 
remarked that ‘neither the dealers nor the manufacturers have been able to 
devise means to eliminate them.’ ” 

These are but a few of the many indications that price labeling will gain im- 
mediate acceptance by the manufacturers, the dealers and, of course, by the 
public. 

I would like to point out that the false advertising, price packing, and other 
practices which have had such a destructive effect upon automotive sales are 
not sales methods which most dealers want to employ. To the contrary they 
want to hold their heads up as reliable, dependable retailers along ‘‘Mainstreet, 
U. S. A.” A small minority of sharp operators has forced the rest to come 
to these destructive practices in order to survive. This point was made clear 
by every witness at our hearings. 

Mr. John L. O’Brien, representing the committee on installment contracts 
of the American Association of Better Business Bureaus, in testifying before 
the Senate subcommittee, stated: 

“The American consumer, with his income remaining at a high level, with his 
savings at the highest figure ever, and increasing at the fastest rate, apparently 
has become immune in droves to the tricks, gimmicks, and somersaults which 
moved him to buy before * * * 

“Apparently the quagmire is now so deep that individual dealers or groups 
of dealers are unable to find their way out. Just as soon as a dealer posts 
his prices, and many have tried and are just continuing to try, some neighboring 
‘Smiling Slobbovian’ by simple device of overbidding on used cars is able to 
sweep that dealer’s doorstep clean of business.” 

The center of shady marketing practices now facing the consumer is the 
“pack.” 

“Packing”—the falsification of the manufacturer’s suggested retail price— 
jeads to the following abuses: 

(1) Misleading claims, especially in advertising : 

(2) Unnecessary sales-tax assessment which is generally based on the 
higher price of the new car ; 

(3) Unnecessary insurace charges which are also generally based on the 
higher price of the new car; 

(4) Unrealistic evaluation of the equity which a purchaser may have 
in a new car that is “financed” ; 


(5) Prevention of valid price comparison by the public as between auto- 
mobiles ; and 
(6) Avoidance of price competition by automobile manufacturers. 
In addition, these practices burden the public with the necessity of spending 
many hours in the tedious and oftentimes unpleasant occupation of truding 
from one dealer’s showroom to another looking at the same make of car. 
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The packing operation is simplicity itself. The customer is led into the show- 
room by wild and strident advertising of huge discounts, overallowances, or 
even by paid trips to Paris. He is shown an official-looking schedule of prices, 
which in fact includes a pack of several hundred dollars over the factory-sug- 
gested list price. Testimony also indicated that in some instances the customer 
is shown a false invoice to indicate that the dealer is making no profit on the sale 
or that he is selling below cost. However, the primary emphasis is upon the 
amount the customer will be allowed for his used car. As the purchaser goes 
from dealer to dealer being offered more and more for his old car, and as he 
becomes more and more convinced of his ability to “outtrade” the “desperate” 
auto dealers, less and less attention is paid to the price of the new car. Normally 
the more expensive the new car, the more the purchaser is offered for the old 
one. This creates the illusion that the most expensive car is the best deal. Often 
little attention is paid to the accessories and to the prices of accessories that 
are added in or left out, as the case may be. 

After deciding to purchase the car, the buyer is sometimes almost in a state 
of hypnosis with new-car fever and he rushes headlong through the closing. 
A witness described a closing as follows: 

“Now here is the point at which the ‘double pushup’ occurs. The customer, 
having satisfied his own vanity that he has gotten the very best possible trade-in 
offer for his old car, as a matter of fact is preening himself somewhat on the idea 
that he has probably outsmarted the dealer, loses sight of the fact that this chap 
known as the ‘Smiling Slobbovian’ or some such, who is eyeing him speculatively 
through cigar smoke, has simply inflated the price of the new car to easily 
cover the overallowance on the trade-in, if not a little more than that.” 

Our marketing pattern was evolved over the years on the basis of confidence 
between seller and purchaser. To some extent, at least, this confidence has been 
based on a clearly ascertainable price, even if only as a figure to start from. This 
is a distinguishing mark of the great economy of our Nation. 

The authors do not believe that S. 3500 will correct all of the abuses de- 
scribed above. Nor will this bill force automobile marketing, which is unique, 
into the same marketing pattern of other industries. We do feel, however, that 
the factory-suggested retail price attached to the car will represent one solid 
number in an otherwise overwhelming jumble of figures and will operate to help 
restore public confidence. 

I would like to briefly comment on the requirements of S. 3500. 

The definitions, which are largely self-explanatory, are found in section 2 of 
the bill. I would only point out that the application of the bill is limited to 
passenger cars and station wagons and that, for the purposes of the bill, a car 
would remain “new” until it is sold to the “ultimate purchaser.” 

Section 3 requires that a label be placed upon the windshield or side window 
of the car setting forth— 


(a) The make, model, and serial or identification number or numbers; 
(b) The final assembly point: 


(c) The name, and the location of the place of business, of the dealer to 
whom it is to be delivered ; 


(d) The name of the city or town at which it is to be delivered to such 
dealer ; 

(e) The method of transportation used in making delivery of such auto- 
mobile, if driven or towed from final assembly point to place of delivery ; and 

(f) The following information: 

(1) The retail price of such automobile suggested by the manufac- 
turer ; 

2) The retail delivered price suggested by the manufacturer for each 
accessory or item of optional equipment, physically attached to such 
automobile at the time of its delivery to such dealer, which is not 
included within the price of such automobile as stated pursuant to 
paragraph (1) ; 

(3) The amount charged, if any, to such dealer for the transporta- 
tion of such automobile to the location at which it is delivered to such 
dealer ; 

(4) The total of the amounts specified pursuant to paragraphs (1), 
(2), and (3). 

Certain criminal penalties are specified in section 4. Failure of any manufac- 
turer to comply with these labeling requirements or the removal of the label 
by any person would subject the offender to criminal liability to the extent of 
1 year’s imprisonment or a fine of $1,000 or both. 

Section 5 deals with the effective date. 
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Mr. Chairman, thank you again for the consideration of your committee in the 
presentation of this bill. I urge its passage with all deliberate speed. When 
it becomes a law, I am sure that we can all take pride in this step toward a 
more ethical and vigorous market in America’s number one industry. 

Mr. Dotuincer (presiding). Mr. Jarman. 

Mr. Jarman. Mr. Chairman, I would like to recognize Mr. Busby 
as a fellow Oklahoman. He well represents our distinguished junior 
Senator from Oklahoma, Senator Monroney, in his presentation this 
morning. 

I would like to ask, in line with your comment on subsection C of 
section 3 of the bill: 

_As I understand it, that is the one part of the bill to which objec- 
tion is made. 

Mr. Bussy. Yes, sir. 

Mr. Jarman. The name and location of the place of business of the 
dealer to whom the car is to be delivered ? 

Mr. Bussy. Yes, sir. That objection is made by the National In- 
dependent Automobile Dealers Association, and they, of course, have 
their particular viewpoint on this particular section. 

I am sure that the witness who is here will explain their viewpoint. 

I would like to give the committee the reason for leaving it in, or 
at least the reason that the Senate committee did leave it in. It was 
this: For a number of years automobile dealers have sought to do 
away with this practice of an automobile dealer turning himself 
into a wholesaler instead of a retailer and shipping cars to distant 

laces to be sold by low overhead, so-called “gravel lot” operators. 

hey have attempted to bring laws before Congress to prevent that 
kind of activity. 

The Justice Department has always opposed the restriction of the 
sale of new cars to any given class—such as the general public. In 
other words, the automobile dealer has to be free in a free enterprise 
economy to sell to whomever he wants—either the public or the used 
car dealer. The problem raised by sales of new cars to used-car 
dealers, and the only way the public is hurt, is that these cars are 
quite often tow-barred or are driven, driving one and towing another, 
across the country. 

Therefore, looking at it strictly from a public standpoint, this bill 
seeks to simply put the public on notice that this car was, for instance, 
sold to a Detroit dealer and here it is in Miami, Fla. It will put a 
prospective purchaser on notice to make inquiries as to how it got 
there. 

Tt does not seek to restrict the sale of that car to a used-car dealer. 

When asked if it is a bootlegging bill, this one section does deal in 
that it puts the purchaser on notice, with bootlegging. 

Mr. Jarman. I have just one other question. 

Reference has been made in the hearing this morning to the ques- 
tion why the manufacturer cannot effectively establish a code of 
ethics covering this same subject matter and making this legislation 
unnecessary. 

On page 4 of your statement, the concluding sentence is that this 
bill will go far toward correcting the abuses which no manufacturer 
or dealer can unilaterally attack without being put at a competitive 
disadvantage. 

I thought you might like to elaborate a little more on that. 
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Mr. Bussy. That is best illustrated by the fact that Chrysler Corp. 
2 years ago had a provision in their contract which said that the dealer 
must have a list of prices posted. This was something agreed to by 
the dealer—that he would post these prices in his showroom. How- 
ever, Chrysler dealers were not able to do it and the factory was not 
able to require them to do it, because if they had done it, they would 
be competitively at a disadvantage and unable to sell ¢ ‘hrysiers. 

Primarily this bill merely sets a base under destructively competi- 
tive practices without in any way trying to set the price of the car or 
to interfere with the freedom of the manufacturer, the dealer, or the 
public to bargain or price as they wish. 

Mr. Jarman. Thank you very much. 

Mr. Doturncrer. Do you mean to say, Mr. Busby, that the manu- 
facturers cannot police the industry themselves? 

Mr. Bussy. They cannot for two reasons: 

One is because of the antitrust laws. If he seeks to put pressure 
on the dealer to sell at any given price, he is subject to prosecution. 

Mr. Dotiincer. I am not going into that phase about the price. 

Why is it not possible for the manufacturer of his own volition, to 
put these stickers on the car and tell the dealer, you must leave these 
on or I will take away your franchise, without the necessity of legis- 
lation ? 

Mr. Bussy. For the same reason that Chrysler could not do it, Mr. 
Dollinger. 

If everybody would agree to do it, they could. But as in so many 
things, 1 “bad apple” or “1 bad oper: itor brings the whole industry to 
its lowest common denominator. 

Mr. Doutincer. Mr. Busby, it has been said to us that the manu- 
facturers are for this legislation. They do not oppose this, is that 
not so? 

Mr. Busby. That is correct. 

Mr. Doutiineger. If they do not oppose this legislation, what we 
are doing by legislation is forcing them to put a sticker on the car? 

Mr. Bussy. That is correct. 

Mr. Doturncer. If the manufacturers are for it and the authorized 
dealers are for it by their association, why is that not done without 
the necessity of legislation? Why does legislation make it more 
palatable? Because there is a fine imposed ¢ 
Mr. Bussy. There are two merchandising levels affected by the 
bill. 

The manufacturers, we can assume, could possibly sit around this 
table and agree on it today if they trusted each other to put the same 
elements on the label—instead of advertising at one price and then 
having extra elements, as they did back in 1941. There are some 
Federal Trade Commission cases on that. 

But let us assume that the manufacturers could agree on it—this 
would still not take care of the fact that you would have falsification 
of labels and pulling off the labels, and so forth, after it got down on 
the dealer level. 

Mr. Doriincer. The manufacturer has a better force behind the 
argument than the Congress has because the manufacturer has the 
right to take away a franchise, which is certainly much more im- 
portant. Itis more important than a fine imposed by the bill. 
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Maybe I am wrong, but at this moment it would seem to me that 
they have a better weapon than we have if they want to use it. 

Mr. Buspy. Yes, if they want to cancel the dealer for doing what 
other dealers are doing. I do not mean to say that they could not 
possibly do this. I think Chr ysler could have done it under its own 
franchise, quite obviously. But it could not do it and have its dealers 
compete with other dealers. 

Mr. Do.trncer. By legislation, they can compete with other 
dealers? 

Mr. Bussy. This puts a base under the bad practices, or a ceiling, 
whichever you want to say—which would mean that everybody would 
play by the same ground rules. 

Mr. Dotiincer. Exactly, and that is what the manufacturers can 
do. They can take this bill, S. 3500, and say, “This is our code of 
ethics and we want to subscribe to this code of ethics or else we will 
take your franchise away.” 

Mr. Bussy. Certainly they could not prevent the used-car dealer 
from falsifying the label, and certainly they could not too well 

Mr. Dortirncer. We are not dealing with used cars now. We are 
dealing with new cars. 





Mr, Buspy. No, sir, not entirely. We are dealing with cars until 


they are sold to the consumer. 

Mr. Doiiincer. Exactly. 

The independent dealer or the used car fellow who gets the car gets 
it from an authorized dealer. 

Mr. Bussy. Yes, but he must leave the tag on. 

Mr. Doxirncer. That is right. Once he gives it to the used-car 
dealer, if he wants to by some means circumvent the law, he does it and 
subjects himself to it. 

The dealer who sells to an independent dealer w ill lose his franchise 
if he does not protect the consumer. So he will not under those cir- 
cumstances sell to a used car man or an independent dealer because his 
franchise is at stake. 

Mr. Bussy. This is not the practice now, Mr. Dollinger. 

Mr. DotiiNncer. I agree it is not the practice. 

I am trying to find out why we cannot do the very same thing with- 
out legislation. I do not mean to infer I am against it. I am trying to 
look at what the equities are both ways. 

T have no further questions. 

The committee will stand in recess, subject to the call of the Chair. 
We might be back this afternoon, depending on what happens on the 
floor. 

Mr. Bussy. I will remain with the hearings all the way through, 
and if there is anyway I can help, I will be very glad to do so. 

Mr. Dottrncer. Thank you very much. 

(Thereupon, at 12:35 p. m., the committee recessed, to reconvene at 
2:30 p.m.) 

AFTERNOON SESSION 


The hearing was resumed at 2:45 p. m., pursuant to the recess. 

Mr. Mack. The committee will come to order. 

Our first witness this afternoon will be Mr. Ross D. Netherton, 
legislative counsel of the American Automobile Association. 
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You are accompanied by Mr. LeVerne Johnson and Mr. Lloyd 
Tuttle ? 


STATEMENTS OF ROSS D. NETHERTON, LEGISLATIVE COUNSEL; 
LeVERNE JOHNSON, MANAGER, DISTRICT OF COLUMBIA DIVI- 
SION; AND LLOYD TUTTLE, SALES MANAGER, DISTRICT OF CO- 
LUMBIA DIVISION, AMERICAN AUTOMOBILE ASSOCIATION 


Mr. Nernerton. That is correct, sir. 

Mr. Mack. They are not going to testify ? 

Mr. Neruerron. They are here and I would like to have them testif 
in this way, sir. I have a prepared statement speaking for the Ameri- 

can Automobile Association. However, they have had a good deal of 
interesting and, I suspect from the committee’s standpoint, valuable 
experience in the program that they have developed and put into use 
in this metropolitan Washington area. 

I would like to make my statement and then turn the floor over to 
them to tell in their own words the story of this program to amplify 
the comments that I will make and then, with respect to one particular 
problem in connection with the technical aspects of the bill, I would 
like to resume my testimony and in connection with that I have a 
document here which is cast in the form of a letter to the chairman 
of the subcommittee which I would like to read into the record and 
explain and comment on. 

If I may proceed in that way, I think that we will cover the story 
that we have to tell in the most orderly fashion. 

Mr. Mack. You may proceed. You prefer to have the other wit- 
nesses testify and then continue your own testimony ? 

Mr. Neruerton. I think so, because, as I said, sir, they will amplify 
on the general situation on which I will be commenting in my pre- 
pared statement. 

Mr. Mack. They are technicians in the particular area ? 

Mr. Neruerton. They represent the District of Columbia division 
of the American Automobile Association, which is the local motor 
club, so to speak. 

Mr. Mack. Do you have a prepared statement, Mr. Netherton ? 

Mr. Neruerton. Yes, I do. 

Mr. Mack. Mr. Netherton, you may read your statement or submit 
it for the record, whichever you desire. 

You may proceed. 

Mr. Neruerton. Mr. Chairman, I think this would probably take 
me from 8 to 10 minutes to read, and it would provide a background, 
I believe. 

Mr. Mack. The Chair will state that it does not take quite as long 
when they do read their statements as when they do not. 

Mr. NerHertTon. Having in mind that there is a problem of time 
for the committee and having in mind that the isceamaal matter that 
I am going to wind up my testimony with may lead to some colloquy 
between us, let me submit this statement for the record. 


Mr. Mack. The statement will be included in the record at this 
point, 
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(The statement referred to follows:) 


STATEMENT ON BEHALF OF THE AMERICAN AUTOMOBILE ASSOCIATION 


I am Ross D. Netherton, legislative counsel for the American Automobile 
Association. I am accompanied today by Mr. LeVerne Johnson, manager of the 
District of Columbia division of the American Automobile Association. 

The American Automobile Association sincerely appreciates the opportunity 
to appear at these hearings on the proposals contained in S. 3500 to require dis- 
closure of certain information relating to the distribution of new automobiles. 
The AAA is composed of 740 automobile clubs and their branch offices, affiliated 
in a nationwide organization for service to its motorist members and the motor- 
ing public. In the course of serving approximately 6 million motorists who are 
their members, and through their daily contact with the motoring public gen- 
erally, the AAA clubs have come to know the motorist’s habits and problems. 
For many years the cost of car operation has been high on the list of problems 
which have concerned the motoring public. Over the years, the AAA has called 
attention to various aspects of this overall problem. Currently the policies of the 
AAA express its concern regarding the cost of car operation generally, as 
follows: 

“The AAA strongly urges the automotive industry and the motoring public 
to recognize the dangers of the rising cost of operation of automobiles, and to 
explore ways and means of reducing the high cost of operation, maintenance and 
repair wherever possible. It is the belief of the AAA that efforts to reduce such 
costs should be carried on in all areas of activity connected with motoring, 
including automobile design, automobile financing, automotive mechanic skills 
and standards of service, and automotive fuels, lubricants, chemical compounds 
and parts.” 

The pending bill, S. 3500, affects a very basic interest of the motoring public 
in that it seeks to eliminate from automobile marketing some of those prac- 
tices which now appear to have confused, concealed and complicated the pricing 
of automobiles to the point where it is difficult, or indeed impossible, for the 
motorist to purchase a car with complete and accurate information as to what 
he is buying, how much he is paying for it, and why it costs that much. 

Buying a new car today, in this era when the public taste in most com- 
modities of daily use is served by national brands and standardized materials 
and workmanship, might seem like a simple matter, Yet, even under the most 
favorable conditions, it is not. In its very nature, the marketing of automo- 
biles cannot be as completely standardized as in the case of most other com- 
modities because individual tastes as to style and accessories vary greatly, and 
automobile manufacturers have produced cars in response to this great variety 
of desires. 

Consider, for example, some of the buying habits of the motorist. Three out of 
four motorists will be looking for a 2- or 4-door sedan, probably of the same 
make as they currently own. They will also want certain special features, 
for which, they realize they will have to pay extra. 

Nine out of ten will want radio and heater. 

Three out of four will want automatic transmission. 

One out of three will want power brakes and steering. 

One out of eight will want air conditioning. 

One out of twenty will want seat belts installed. 

Most buyers today will have had no experience in purchasing these items, 
since they bought their present car from 2 to 6 years ago when these features 
had much less widespread acceptance. 

In almost 9 out of 10 cases, motorists will rely on the trade-in or sale of 
their present car to pay for part of the cost of their new car. As to the re- 
mainder, approximately 2 out of 3 will use installment credit or some other 
form of borrowing to finance the difference; 1 out of 3 will pay the remainder 
in cash. 

In a general way, the typical motorist will realize that taxes figure into the 
eost of purchasing a new car. He probably does not realize, however, that 24 
cents out of every automotive sales dollar is accounted for by taxes which 
the manufacturer or dealer has naid in the process of making and bringing his 
new car to the showroom where it is sold. 

As to delivery and handling charges, he recognizes that these costs must be 
reflected to some extent in the final cost of his purchase, but he will have no 
idea of what is reasonable for such charges. 
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Similarly, the typical motorist will recognize that before he takes the wheel 
to drive his new car home, he should arrange for various types of insurance 
coverage. Some of this insurance will be for his own personal protection ; some 
may be required in order to protect the security of the man from whom he 
borrowed the money to finance his puchase; some may be required by the finan- 
cial responsibility laws of his State. In all probability, however, he does not 
know what risk classification he should be in or what the proper range of 
premiums for his insurance should be. 

So much for what the typical motorist must keep in mind when he buys a 
new car. Suffice to say that seldom if ever does the average consumer make 
a purchase that has so many variable factors affecting the final price. 

Now consider how the typical motorist goes about the job of bringing these 
various pieces of his puzzle together into the contract that finally represents 
his purchase. In this connection, I would invite the subcommittee to review 
the testimony of Dr. Ruby Norris, professor of economics at Connecticut Col- 
lege, delivered before the Senate Subcommittee on Antitrust and Monopoly, in 
February 1958. In describing the results of a survey which she made among 
a selected sampling of new-car buyers, Dr. Norris found that most buyers made 
their selections because of some personal preference or experience with their 
previous car. Rarely did a buyer have expert or technical advice before pur- 
chasing. Most buyers made their purchases from neighborhood dealers, within 
a few miles from home. About three-fourths of the buyers only seriously con- 
sidered the one car they eventually bought. Half of the buyers did not road 
test the cars they looked at. In her survey, Dr. Norris testified, she found 
that most buyers came away with a “sense of dissatisfaction with the overall 
expensiveness of cars,’ and some eventually purchase cars with optional equip- 
ment they did not really want. 

The foregoing facts suggest certain observations: 

First, from the standpoint of the size of the investment required and the 
complexity of the contractual arrangement involved, the purchase of a new 
‘ar has probably been accurately described as ranking second only to the 
purchase of a new home. 

Second, the purchase of a new car with complete understanding of what goes 
into the final total price may easily become an impossible task for the average 
nonexpert car buyer. In a marketplace offering a great variety of combina- 
tions and options in car styles, special equipment, accessories, financing and 
insurance, the average buyer deals as a nonprofessional without recourse to ex- 
pert advice. Frequently the purchase that finally results can best be char- 
acterized as a bargain concluded on the basis of incomplete negotiations in 
which the barter of goods, the balance of credit, and ceremonial affirmations of 
faith in advertising slogans play a leading part. Whereas a housewife shopping 
for groceries in her neighborhood supermarket can study a wide range of prod- 
ucts displayed together on the shelves and compare information set forth on 
the labels of packaged goods, the car purchaser rarely has an opportunity to 
make his purchase with such care or information. 

These observations are not intended to point the finger of condemnation at 
any particular group as willfully seeking to hoodwink the public in this situa- 
tion. Necessarily, the motoring public’s information about the elements of 
ear cost is only as good as the buyer’s individual resourcefulness in knowing 
what to ask about and his success in finding someone who has access to facts 
and figures about these costs. The automobile dealers generally are cooperative, 
having long ago learned the value of customer good will. But often they them- 
selves must undertake extensive searches of manufacturers’ manuals and pric- 
ing bulletins before they can answer the buyer’s questions. The manufacturers 
produce their products for a market which, in recent years, has been noted for 
its effort to offer maximum choice to individual tastes and purses. Perhaps 
it is a fair question to ask whether we should expect anything better in a sitna- 
tion where major car manufacturers can claim that, because of the vast variety 
of colors, engines, and optional equipment, no two identical cars will be pro- 
duced in a given assembly plant during a model year. If this is true, small 
wonder that surveys report a feeling of confusion and frustration on the part 
of the buying public in the matter of purchasing a new car. 

That such a feeling of frustration is widespread is borne out by the experience 
of many automobile clubs throughout the country in their contacts with the 
public. Motorists about to purchase new cars, or midway in the process of 
working out the details of a purchase, have contacted AAA clubs with requests 
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for information as to what should be reasonable to pay under a particular set 
of circumstances. Often they have asked for assistance in isolating and an- 
alyzing the various elements of cost which are wrapped up in and represented 
by a single dollars-and-cents figure which they are about to obligate themselves 
to pay each month for a given period of time. In response to this demand, many 
AAA clubs have attempted to have this information available or be in a position 
to direct the buyer to sources of this information. With respect to the program 
undertaken by one such automobile club, Mr. LeVerne Johnson will make a state- 
ment following me. 

In conclusion, I wish to assure the subcommittee that the experience of the 
American Automobile Association bears out the premise upon which S. 3500 
is based. There is today a definite need for more complete disclosure of informa- 
tion about the elements of cost involved in the purchase of automobiles, and a 
particular need for presenting this information in a form which makes it readily 
available to both buyer and seller, on an equal basis, as they negotiate with 
each other. Efforts to achieve this objective are clearly in the public interest. 


AMERICAN AUTOMOBILE ASSOCIATION, 


Washington, D. C., May 28, 1958. 
Hon. Perer F. MACK, Jr., 


Chairman, Subcommittee on Commerce and Finance, 
Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


DesaR Mr. Mack: The American Automobile Association appreciates the op 
portunity to appear in support of 8S. 3500. I would, however, like to invite the 
subcommittee’s attention to one aspect of the car purchaser’s dilemma which 
is not relieved by the provisions of the bill as now written. 

I refer to the fact that S. 3500 does not require that the manufacturer disclose 
the amounts of Federal excise tax applicable to the car. 

We believe this omission is worthy of your notice and serious consideration 
because of the situation that has developed in many States and major cities 
where State and local sales taxes are assessed without first excluding the Federal 
excise tax. As a result, motorists are paying a tax upon a tax, despite the fact 
that this result seems clearly contrary to the intent of both the Federal and 
State tax legislation. 

This result arises quite understandably when State and local officials use the 
purchaser’s bill of sale as a basis for tax assessment. Where the bill of sale 
does not show the Federal manufacturer’s excise tax as a separate item, no 
effort is made to exclude this Federal tax from the basis on the State’s assess- 
ment. In this connection, I invite your attention to the case of New York City. 
Here the city imposes a 3 percent sales tax on the motorist purchasing a new 
car. In 1956, the Automobile Club of New York initiated a test case to chal- 
lenge the propriety of the practice of assessing the city sales tax without prior 
deduction of the Federal manufacturer’s excise tax from the price of the car. 
This action resulted in issuance of a ruling that the city sales tax must be based 
on the price of the car before Federal excise taxes, not with Federal excise taxes 
included. Accordingly, during the period 1956-58, assessment of the sales tax 
was in accordance with this practice. However, in February 1958, this ruling 
Was reversed and at the present time car purchasers are paying local taxes upon 
Federal taxes. 

The situation in other States and major cities where sales taxes exist is gen- 
erally the same. In many areas, tax authorities do not seem to be aware of 
the inequity resulting from this mechanical application of the tax rate to the 
total purchase price shown.on the purchaser’s bill of sale. Unless the purchaser 
can specifically challenge the assessment by some evidence of what amount of 
Federal excise tax was paid, he is powerless to correct his assessment. And, 
unless he is provided with information regarding the amount of the Federal 
excise tax, he is powerless to help himself. 

In effect, therefore, we urge you to consider requiring disclosure of the Federal 
excise tax in order to help car purchasers help themselves. 

We are fully aware that there are two sides to the question. It may be said 
that this is a tacit admission that manufacturers pass their excise taxes on to 
the consumer and that Congress should not recognize this practice in this way. 
It may be urged that disclosure of this excise tax gives the purchaser of cars an 
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unfair advantage over the dealer since it reveals the approximate wholesale price 
that the dealer paid for the car. It may also be argued that compilation of this 
information will add to the manufacturer’s clerical expenses. 

For what they are worth, we admit these arguments. But, on the other side 
of the question, we submit that this is a problem arising in connection with the 
purchase and registration of automobiles in approximately three-fourths of the 
States where sales taxes or compensating use taxes exist. It is not being solved 
by State administrative action, and as a result several hundred thousand dollars 
are annually being paid by the motoring public in taxes upon taxes. We submit 
that the consumer public has a right to know the extent to which Federal taxes 
enter into the total price of their purchasers, and specifically, where this in- 
formation is necessary in order to assure the correct assessment of State and 
local taxes, the purchaser should not be denied this information. 

The American Automobile Association urges your serious consideration of 
this matter for inclusion in S. 3500 when it is reported for action by the House. 

Respectfully, 
Ross D. NETHERTON, 
Legislative Counsel. 

Mr. Nernerron. The American Automobile Association is in favor 
of the legislation because it has been our experience that the motoring 
public, when purchasing automobiles in the present market and the 
present atmosphere of marketing practices, 1s faced with confusion 
and frustration partly because of the type of wild advertising that has 
been described to some extent here in the morning testimony, and 
partly secause the business of buying a car is not a simple matter. In- 
dividual tastes vary greatly and manufacturers and dealers have 
geared their activities to serve those tastes. Therefore, the automo- 
bile purchaser needs to have as complete and accurate information 
about what he is buying, how much it is going to cost him, and why 
it costs him that much, in order to make an intelligent purchase and 
make one with confidence in the people that he is dealing with. 

Certainly we appreciate and we would verify the statements made 
this morning about the good that this bill, if enacted, will do toward 
restoring a confidence in the bar gaining that goes on in the automobile 
market ‘place. We believe that efforts to achieve this objective of 
more complete and accurate disclosure of price information are defi- 
nitely in the public interest, and we support this bill with the ex- 
ception of the matter that I intend to bring up later. 

Now, if I may, Mr. Chairman, I would like to present Mr. LeVerne 
Johnson, who is manager of the District of Columbia division of 
the American Automobile Association, and Mr. Lloyd Tuttle, who, 
as I indicated earlier, have had experience with the public calling on 
them for assistance in the matter of purchasing automobiles. As a 
result of those requests for assistance, they have developed what I 
think is a rather unique type of service and one which, as they explain 
it, will indicate to you something of the type of problem that exists 
today which can be dealt with in large measure by the provisions of 
S. 3500. 

I will introduce Mr. LeVerne Johnson and ask permission that he 
proceed in his own way. 

Mr. Mack. Mr. Johnson, you are recognized at this time to make 
a short supplemental sti itement. 

Mr. Jounson. Thank you. 

I have no prepared statement, sir, but I wish to tell you only how 
the need for this type of legislation arose in our or ganization. How 
it is done is somewhat immaterial to us. 
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About a year ago, our members began to call us and ask questions 
about automobile purchases. 

As you may well know, we have for 30 years, maybe 50 years, been 
advising our members on everything relating to the purchase and use 
of their automobiles. 

Last summer, they began to call us more and more frequently some- 
what along these lines : “I am about to trade in my 1953 Ford, Chevvy, 
Plymouth, whatever it may be, and I have been offered X amount of 
money, and I have to pay thus and so difference and my monthly pay- 
ments are a certain amount of money. Is this a good deal?” 

Well, these calls used to come into the sales department, to the tour- 
ing bureau, to the road service people, and a number of divisions in 
our organization, and we began to see that we had to formulate some 
kind of program in order to take care of this very greatly increased 
need. 

It seemed that our members and the buying motorists in general 
wanted to know how much a car costs, how much the payments ought 
to be, how a car should be financed, about its insurance, and so on. 

So we finally had to set up what we have called our “Mr. White 
program.” There is no Mr. White. Mr. White was for a while but 
Mr. Tuttle, who is the sales manager, and his assistants, and has been 
2 or 3 people at any given time. 

We now have a person who sits at a conference telephone and peo 
ple call him in the number of, I think Mr. Tuttle told me, somewhere 
near 500 thus far this month. Their questions are along the lines 
that are provided for here. Their need for information is the type 
that is provided for in this legislation. 

We have some descriptions of what the Mr. White plan is. You see, 
we have advertised this or notified our members through our regular 
monthly magazine that— 


If you have any motoring problems and want to know how much your car is 
worth, what its trade-in value is, what kind of insurance you should have, what 
it is normally worth at retail, call Mr. White on phone number so and so, and 
he will give you the necessary information. 

That has been going on for very nearly a year and it is picking up 
continuously. 

When we testified before the Senate committee a month or 6 weeks 
ago, it was running around 300a month. Right now it is running 500 
people a month calling us up even though apparently there are not as 
many automobiles sold and perhaps fewer; so that, irrespective of 
how, whether through legislation or advertising or we do not care 
how, this is the kind of information that our members and the buying 
public want and are asking for and which we are attempting to give 
them. 

Mr. Mack. Could I interrupt you at this point? 

I notice that this is a moneysaving service. Is that right? 

Mr. Jounson. Yes, sir. 

Mr. Mack. Who issaving the money ? 

Mr. Jounson. The customer, not us. 

Mr. Mack. And not the dealer, is that it? 

Mr. Jonnson. No, sir. Actually what happens is that somebody 
will call us up and if there is a pack in it, let’s be perfectly frank. we 
do not recommend one dealer over another. We do not say, “This is 
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a lousy deal.” We suggest that he shop around a little bit that “ac 
cording to the bluebook your car is worth thus and so and we think you 
ought to do a little shopping.” 

Mr. Do.iincer. May I interrupt? 

Mr. Mack. Yes. 

Mr. Dotuincer. Does this bill give the customer the protection of 
a trade-in on the price for the old car? This bill does not. 

Mr. Jonnson. No, sir. 

Mr. Dotiineer. This bill only makes reference to a new car. 

Mr. Jounson. As far as we are concerned, and as far as I believe 
the customer is concerned, he does not care whether he gets it on a 
tag in the automobile, in an ad in the newspaper, or postcard, or some 
other way. 

Mr. Doniincer. Mr. Johnson, does the customer make inquiries 
from you as to whether the price for the new car is a fair price? He 
is only concerned with whether he i is getting a fair trade-in ¢ 

Mr. Jounsvron. He will ask us if the price for the new car is right, 
too. 

Mr. Douuincger. You can tell what the price is. You know the in- 
formation. 

Mr. Jounson. Yes, sir. 

Mr. Dotiincer. Do you not think the manufacturer can protect the 
customer with his arrangement with his agent rather have legislation ? 

Mr. Jounson. I think it could be done. I am not sure that it would 
but I believe it could. ; 

Mr. Dotiincer. I am not so sure that even the legislation can pro- 
tect the customer from a fly-by-night or unscrupulous fellow. 

Mr. Jounson. That is correct. 

Mr. Doturncer. He may go into business under a new name. 

Mr. Jounson. Yes, sir; he certainly well could. There are all kinds 
in the business. 

Mr. Dotiincer. We know that. 

Mr. Jounson. You see, we think our job is to tell the potential cus- 
tomer and the member the basic information as to what the value of 
the automobile is. Who he deals with is his business. We are not 
trying to tell him what to do with his money. We try to advise him 
as to the fact and we believe that that is the end of our obligation to 
our member and the customer. 

Mr. Mack. I only wanted an explanation of the statement on the 

card, “A new moneysaving service,” and if you are saving the customer 
money, as you have indic ated that you are, then the automobile dealers 
as such must be making less money if your service is successful. 

Mr. Jounson. Either he is making less money perhaps or the 
finance company may be making less money or somebody is making 
less money. 

Mr. Mack. I do not want to interrupt, but it is not the automobile 
manufacturer that is making less money. 

Mr. Jonnson. No, sir. I doubt that he is. 

Mr. Mack. That can be narrowed down into the banking area or into 
the automotive retail area; is that correct? 

Mr. Jounson. Yes, sir, that is correct. It is in the retail area. 

Mr. Mack. So that your plan is to save the consumers more money 
at the expense of the finance companies and the dealers or a combina- 
tion of those two areas ? 
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Mr. Jonnson. Yes, sir. I am not sure I would say at the expense 
of, but a protection. 

Mr. Mack. I wanted to make it clear because I understood that 
this legislation was intended also to aid the automotive dealers. I 
understand they are having a difficult time. They felt that this would 
give them some protection and assistance if this legislation were en- 
acted. 

Mr. Jounson. I understand they are, too, sir. 

Mr. Mack. I just wanted to be sure that I understood your state- 
ment about the money saving service. 

Do you have an additional statement which you would like to make ? 

Mr. Neruerton. No, sir. 

I think Mr. Tuttle has something from a publication of the District 
of Columbia division, which is pertinent at this point, sir. 

Mr. Mack. You may proceed, Mr. Tuttle. 

Mr. Turrtr. Thank you, Mr. Chairman. 

On this point of the moneysaving service, it applies in principle 
to the unscrupuious dealer and also applies to this statement that you 
made. 

I can tell you that I have just finished talking today to the person 
who answers these calls on Mr. White. That is, you might describe 
Mr. White as near to what the intent of this bill is for our members. 
He finds that the confustion still exists in the average perscn’s mind 
in purchasing a car from,a dealer because of the various packing and 
other things that seem to exist in the price of cars today. 

I would say that the intent of this bill would be very helpful to 
the motoring public to at least clarify the issue as to what the price 
should be and then—I will use the word—the horse trading that has to 
almost exist in the purchase of a car, that is how much I get and how 
much of the difficulty I think is a matter of the American type of 
business which has to continue. 

There is one statement that I would like to clarify. 

This is a document known as a used car condition analysis. There 
is a statement in here that I think sums up that would be very helpful 
to the public and has a very good connection with the present bill. 

If I may, I would like to read it. It is very short. I am reading 
from the page here that begins on this side and applies to the purchase 
of any car. 

On page 2, Iam reading in the second paragraph : 

If you decide to buy a car and pay for it on a monthly payment plan, financing 
arrangements are as important as a mechanical checkup of the car before 
selecting it. Before signing anything, ask your dealer for an itemized cost list 
including the following items: 

The cost of the car and the downpayment ; 

The cost of insurance ; 

The dollar cost of financing ; 

The monthly payments and the number of months. 

Find out if the monthly payments are the same for each month. 

Sign papers only after all blanks are filled in. 

Get a copy of the completed, signed contract for your file (or ask that it be 
sent to you). 


[ think that the reason this statement should be included in the 
record is because the idea of this bill is somewhat along the same 
principle that is read here. That is to bring this idea of selling and 
pricing a car out of the murk or mud that it seems to have gotten into 
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and bring it out into the open and then let the business economy 
carry it from that point on. 

Mr. Mack. I see that there is more material included here. If you 
would like to read any excerpts from this publication, we would be 
glad to have that for the record. It is my intention to receive this for 
our files and not have it included. 

Mr. Turrie. I think that is all that is necessary. 

Actually, I more or less wrote it myself, so I know it by heart. 

The last statement I just made was the reading of it and I think 
it isin the record. 

I will provide this for you. Unless you have any questions as to 
how this Mr. White plan operates, that is actually all I have to say. 

Mr. Mack. Your plan of which you are speaking right now is a 
consumer advisory service, is that correct ? 

Mr. Turrie. Generally speaking, yes. 

Mr. Mack. You are interested principally in the consumers being 
educated as to what they are buying when they make a purchase ? 

Mr. Turrir. That is exactly correct, sir. 

Mr. Neruerron. Mr. Chairman. 

Mr. Mack. Mr. Netherton. 

Mr. Neruerron. I think that these two witnesses have described 
what I myself would describe as our own attempt to accomplish in a 
small way what this legislation is attempting to do. We have sought 
to do no more nor less than to provide the motoring public with the 
disclosures of information that will put them in a position to bargain 
intelligently for the purchase of a new car. 

Mr. Donuincer. May I ask a question ¢ 

Mr. Mack. Mr. Dollinger. 

Mr. Dotiincer. I agree with what you say. I think the buying 
public as a rule goes shopping pretty well to get the best buy for a 
car. I certainly ‘compliment your association for trying to do a job 
in educating the public. I do not think that the reference to used 

cars has any application to the bill because there is no provision per- 
taining to used cars. 

Maybe we should do something about the secondhand market as 
well. 

Let me pose this hypothetical question: Mr. John Public comes in 
to a dealer and wants to buy acar and he buysa car. Because of mis- 
leading advertising they bring him in there and sell him something 
which is way out ofline. Hehasa gripe. 

If we pass this legislation he would have recourse. 

Where would he go and how would he get his day in court?) There 
is acriminal offense involved in this bill, is there not ? 

Mr. Neruerton. That is correct. There are penalties prescribed. 

Mr. Dotirncer. It is a $1,000 fine or a year in jail or both. He 
would have to go to the United States attorney, would he not, and 
get an indictment and bring this dealer into court and prosecute him, 
unless, of course, the automobile dealers of the country would, by 
their association, try to weed out these individuals. 

Mr. Neruerton. Let me be sure I understand, sir. As I recall the 
penalties, the penalties provided in this bill apply to the manufacturer. 
When you spoke of taking the dealer into court or taking him to task 
for a practice which was unlawful, I do not believe I see that possi- 
bility under this legislation. 
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Mr. Dotiincer. The manufacturer could be brought to court if he 
fails to put the sticker on the car, the dealer can be brought to court 
if he removes the sticker. They would either be guilty of an offense 
which would imprison them for not more than a year or a thousand 
dollars or both, I think. 

Mr. Neruerton. I stand corrected, sir. 
dealer could be brought in under that. 

Mr. Douuincer. There is no doubt about that. 
out how the public would come into this picture. 

Would I, who get stuck because of a dealer who is dishonest, have 
to go to the automobile dealers as a whole and have them get this 
culprit or would I have to go to the United States attorney’s office / 
Of course, we would have to go to the United States attorney’s office 
and have him brought in under an indictment. 

Mr. Neruerton. It would seem to me that that would be the only 
obvious way to proceed under this statute. 

Mr. Douircer. Do you not think it would be more effective if 
the dealers and manufacturers would voluntarily do the thing that 
they are required to do under this act? They could do it. more quickly, 
could they not, if they do what they say / 

Mr. Nernerron. I do not know that I am capable of answering that 
question. 

Mr. Dotiincer. You have the interests of the consumer at heart. | 
‘an understand that sometimes the dealer would be afraid to say 
that the manufacturer should do it because he is under franchise. 
You are not under franchise, and I would like to have your opinion 
on that. 

Mr. Neruerron. It is precisely because we are out of the dealers’ 
and manufacturers’ circles that I would hesitate to answer. I would 
only say this much, sir: I think that if it is a practice which the in- 
dustries involved wanted to initiate and establish by voluntary and 
cooperative action, it could be done quite readily. Certainly this 
legislation is asking them to do no more than they could do by their 
own initiative. I do not know, as a matter of fact, why they have 
not done it and therefore it is with that feeling that I hesitate to 
answer. 

There may be some problems that I do not know about. 
speak for the need which we feel. | 

Mr. Doriincer. You heard a dealer testify this morning as to the 
reasons they do not think there should be a voluntary agreement be- 
cause they feel it would be taking «unfair advantage of competition in 
the industry. 

You are not concerned with that. You are concerned with protect- 
ing the consumer, the person who buys the car. That is the interest 
of your association. 

Can you see any reason in your own mind where the dealers and 
manufacturers cannot do a much more effective job? Do they not 
have better weapons than we do? Is not a franchise a better weapon 
than a thousand dollar penalty 4 

I do not want to put you on the spot. 

Mr. Nernerton. I do not know how to compare in my own mind 
the impelling effect on the one hand of a thousand dollar fine and on 
the other hand the removal of a franchise. 


I see your point. The 


I am trying to find 


I can only 
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Mr. Dottincer. Do you think that a thousand dollar fine would 
be more effective than the loss of a franchise ? 

Mr. Neruerton. I could only answer this way. 

Mr. Dotiincer. Let me ask you before you go further, what would 


you prefer if you were a dealer, the loss of your franchise or the 
payment of a thousand dollar fine / 


Mr. Neruerron. I think it would depend upon how big a dealer I 
was and how well I could afford a thousand dollars, but it seems to 
me that the answer that you have to give in a situation like that, be- 
cause it is the only answer I can honestly give, is that not having 
achieved it through some cooperative effort, perhaps utilizing the 
franchise mechanism, we now come in in support of legislation which 
would proceed in that fashion to try to accomplish the same purpose. 

If I may, I would like to turn to the final matter that I referred to, 
Mr. Chairman, and that is presented in the form of a letter to this 
subcommittee, which I would like to read into the record at this time: 


I invite the subcommittee’s attention to one aspect of the car purchaser's 
dilemma which is not relieved by the provisions of this bill as now written. 

I refer to the fact that S. 3500 does not require that the manufacturer dis 
close the amounts of Federal excise tax applicable to the car. 

We believe this situation is worthy of your notice and serious consideration 
because of the situation that has developed in many States and major cities where 
State and local sales taxes— 


and other compensating use taxes— 


are assessed without first excluding the Federal excise tax. Asa result, motorists 
are paying a tax upon a tax, despite the fact that this result seems clearly con- 
trary to the intent of both the Federal and Sate tax legislation. 

This result arises quite understandably when State and local officials use the 
purchaser’s bill of sale as a basis for tax assessment. Where the bill of sale 
does not show the federal manufacturer’s excise tax as a separate item, no effort 
is made to exclude this Federal tax from the basis of the State’s assessment. 
In this connection, I invite your attention to the ease of New York City. Here 
the city imposes a 3 percent sales— 


or compensating use— 


tax on the motorist purchasing a new car. In 1956, the Automobile Club of New 
York initiated a test case of challenge the propriety of the practice of assessing 
the city sales tax without prior deduction of the Federal manufacturer’s excise 
tax from the price of the car. This action resulted in issuance of a ruling that 
the city sales tax must be based on the price of the car before Federal excise 
taxes, not with Federal excise taxes included. Accordingly, during the period 
1956 to 1958, assessment of the sales tax was in accordance with this practice. 
However, in February 1958, this ruling was reversed and at the present time car 
purchasers are paying local taxes upon Federal taxes. 

The situation in other States and major cities where sales taxes exist is gen- 
erally the same. In many areas, tax authorities do not seem to be aware of 
the inequity resulting from this mechanical application of the tax rate to the 
total purchase price shown on the purchaser's bill of sale. Unless the purchaser 
can specifically challenge the assessment by some evidence of what amount of 
Federal excise tax was paid, he is powerless to correct his assessment. And, 
unless he is provided with information regarding the amount of the Federal 
excise tax, he is powerless to help himself. 

In effect, therefore, we urge you to consider requiring disclosure of the Federal 
excise tax in order to help car purchasers help themselves. 

We are fully aware that there are two sides to the question. It may be said 
that this is a tacit admission that manufacturers pass their excise taxes on to this 
consumer and that Congress should not recognize this practice in this way. It 
may be urged that disclosure of this excise tax gives the purchaser of cars an 
unfair advantage over the dealer since it reveals the approximate wholesale price 
that the dealer paid for the car. It may also be argued that compilation of this 
information will add to the manufacturer's clerical expenses. 
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For what they are worth, we admit these arguments. But, on the other side 
of the question, we submit that this is a problem arising in connection with the 
purchase and registration of automobiles in approximately three-fourths of the 
States where sales taxes or compensating use taxes exist. It is not being solved 
by State administrative action, and as a result several hundred thousand dollars 
are annually being paid by the motoring public in taxes upon taxes. We submit 
that the consumer public has a right to know the extent to which Federal taxes 
enter into the total price of their purchases, and specifically, where this informa- 
tion is necessary in order to assure the correct assessment of State and local 
taxes, the purchaser should not be denied this information. 

The American Automobile Association urges your serious consideration of this 
matter for inclusion in S. 3500 when it is reported for action by the House. 

Mr. Chairman, I have listened with interest to the comments of Mr. 
Kirks this morning on behalf of the automobile dealers when ques- 
tions were put to him as to the problems that would be involved in dis- 
closure of the Federal taxes. I appreciate the point he made that in 
the case of each and every automobile with its individual collection 
of accessories and its varying transportation costs and hence varying 
amount of Federal excise tax and transportation of property, it is a 
tremendous job to figure out the Federal taxes that go into that pack- 
age of many tax items. 

I think, however, that that is not the main point that I would make 
here. 

The problem that I have raised for the subcommittee’s attention is, 
dollarwise, mostly a problem of the 10 percent manufacturer’s excise 
tax on the car itself. 

If that one item could be disclosed then I think moneywise this prob- 
lem could be almost entirely relieved. 

I think that it would be perfectly understandable for Congress to 
ignore the possible inequities that would arise in connection with these 
varying amounts that are charged for the Federal excise tax on trans- 
portation for the accessories which are almost as numerous as a man’s 
taste and the manufacturer’s ingenuity to provide. ‘ 

But with respect to this 10 percent tax on the car itself, a definite 
problem exists in three-quarters of the States and most of the major 
cities where these sales taxes are daily being assessed on the basis of 
simply mechanically taking the total price without excluding Federal 
excise taxes and that is the problem which the public as it now stands, 
with the information available, is not able to correct. 

We are, in effect, as I said in the letter, asking for disclosure of this 
Federal excise tax so that the individual consumer can, with that in- 
formation, get an adjustment of his State and local taxes and thereby 
avoid this business of paying taxes upon taxes rather than taxes upon 
the value of the article which is being taxed. 

That concludes the remarks that 1 have, Mr. Chairman. 

Mr. Macs. The Federal tax on the automobile itself is 10 percent 
and the tax on the accessories is at 8 percent, is that right? 

Mr. Neruerton. That is my recollection, sir. 

Mr. Mack. When a new car is sold, do they charge the 10 percent 
tax on the automobile itself and the 8 percent on the accessories or do 
they charge 10 percent on the automobile as it is delivered to the dealer ? 

Mr. Neruerton. That gets to a point that I do not think I would 
be able to answer. A manufacturer would have to check me on that 
because the tax is paid by the manufacturer. It is a manufacturers’ 
excise tax. It would be my thought, though, that the 10 percent excise 
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tax on the car ee would be figured as 1 item and then the taxes on 
the accessories as another separate element but the 2 elements totaled 
up for figuring ae what Uncle Sam’s bill would be on that car. 


Mr. Mack. I think it is not a very important point but I do want 
the record to be clear on it. 


You may supply that information for the record. 
Mr. Neruerton. | would like to do that and I would like to _ 
plement the letter with certain exhibits in the form of copies of the 


various rulings on this matter which were handed down in New York 
so that the record will be amplified in that respect. 
(The information referred to follows :) 


AMERICAN AUTOMOBILE ASSOCIATION, 


June 6, 1958. 
Hon. Peter F. MACK, Jr.., 


Chairman, Subcommittee on Commerce and Finance, 
Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


Dear Mr. Mack: In the course of the public hearings held on May 28, 1958, 
relating to 8S. 3500, I appeared as a representative of the American Automobile 
Association to support the pending legislation. At that time, you asked that 
certain information be furnished for the record bearing upon the methods of 
computing and disclosing the amounts of Federal manufacturers excise tax paid 
on new automobiles. 


May I at this time provide for the record the following information relating 
to this inquiry : 


Practice followed in computing and assessing Federal manufacturers excise 
tax an automobiles and accessories 

Section 4061 of the Internal Revenue Code imposes a 10 percent excise tax 
on automobile chassis and bodies, and an 8 percent excise tax on parts and 
accessories. 

In computing the cost base for assessment of the 10 percent excise tax, all 
parts and accessories added to the chassis and body by the manufacturer during 
the process of production become an integral part of the automobile for the 
purpose of assessing the 10 percent excise tax. Thus, the Internal Revenue 
Service computes the tax liability of the manufacturer on the basis of the total 
cost of the car up to and including the moment when it is packed and in condi- 
tion for shipment to the dealer. 

In regard to the reflection of the 10-percent excise tax in the manufacturer’s 
price of the automobile to the dealer, there is a rebuttable presumption that this 
tax is always passed on by the manufacturer, and in consideration of this fact 
an effort is made to relieve the manufacturer of the inequity of paying this 10- 
percent excise tax on costs and charges which themselves reflect excise taxes 
paid by parts and accessories manufacturers. Section 6416 (b) (3) provides 
for an adjustment of the automobile manufacturer’s tax liability to make allow- 
ance for taxes previously paid by the manufacturer of parts and accessories 
subsequently used in the manufacture of the automobile. 

As to the 8-percent manufacturer’s excise tax on parts and accessories, it 
follows from the foregoing that this tax is passed on to the dealer, and thence 
to the purchaser, only in those instances where parts or accessories are added 
to the vehicle after the car is shipped to the dealer and is being put in readiness 
for sale to the purchaser. Typically such equipment is added at the purchaser’s 
request when he negotiates with his dealer for the purchase of the ar. 
Practice of automobile 


manufacturers in disclosing exrcise-taxr information to 
dealers 


It is not the general practice of manufacturers to pass on to their dealers pre- 
cise information regarding the excise taxes paid on automobiles which are pur- 
chased by said dealers. Reference to excise taxes is made in connection with 
certain other cost items relating to overhead and delivery charges, all of which 
are consolidated into one single item on the dealer’s sale documents. 

Because of this practice, the purchaser of an automobile will receive from 
his dealer a bill of sale setting forth this same information in the form of a 
consolidated entry entitled “E. O. and D.”’ (excise, overhead and deilvery), or 
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“DPD. and H.” (delivery and handling). This practice verifies the presumption 
that the Federal excise taxes are being passed on to the ultimate purchaser, 
but does not provide him with information which will permit him to secure an 
adjustment of his State or local sales taxes to eliminate the practice of paying 
such taxes on amounts already collected as taxes rather than part of the cost 
of production of the car. 

I trust that the foregoing information satisfactorily covers the information 
desired by your inquiries during the hearings. 

Respectfully, 


Ross D. NETHERTON, 
Legislative Counsel. 

Mr. Mack. You may have permission to do that if they are not too 
voluminous. The committee will receive them and, if appropriate, 
will include them in the record at this point. 

As I understand, the dealer is informed of the amount of Federal 
excise tax paid by the manufacturer ; is that correct ? 

Mr. Neruerron. I would not want to say definitely “Yes” in all 
cases. It ismy understanding from talking with people like Mr. John- 
son and Mr. Tuttle that sometimes the dealers themselves are put to 
considerable trouble digging into manuals and releases and changes 
and amendments to pricing information that they have. We have been 
told occasionally that people going in to buy cars have dealt with 
extremely cooperative dealers but that the dealers themselves are 
often not able to have all this information assembled and right on 
hand under their fingertips so that it is quite possible that this is not 
nee that a request by the purchaser to the dealer could readily 
obtain. 

Mr. Mack. I was wondering if you could secure that information, 
Mr. Netherton. 

Mr. Neruerton. I don’t think that we could get. you responsive in- 
formation about the dealers’ practices as a nationwide thing. I think 
we can undertake to find out how excise-tax information is passed 
from the manufacturer down to the dealer so that we have at least 
some picture of what the machinery is. How it works, I think, is a 
matter on which I would hesitate to promise anything. 

Mr. Mack. I was of the impression that the amount of excise tax 
was always supplied to the dealer by invoice or by some other means 
when they delivered a new car to the dealer. 

Mr. Neruerton. That may be. I would point out, however, that 
when this information gets to the purchaser it is usually entered on 
his bill of sale as part of a more complex package. Sometimes the 
item will be E. and O. H., Excise, overhead and handling, some- 
times delivery and handling charges. These will be set forth as a 
single item on the bill of sale but the figure for this item will be a 
composite of all these three elements. 

One cannot from that figure say, “This is the excise tax.” Whether 
the dealer has that information or not I take it is the thing that you 
are trying to find out, and which I will try to find out. 

Mr. Mack. I understand the American Automobile Association rep- 
resents many automobile dealers as well as automobile owners; is that 
correct ? 

Mr. Nernerton. Many individual members of the automobile clubs 
affiliated in the American Automobile Association are dealers. I doubt 
that not, but we do not have any dealer members in the sense that they 
are organization members of our association. 
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Mr. Mack. Then you do not represent the dealers. You represent 
exclusively the automobile owners; is that correct? 

Mr. Nernerton. That is correct. We represent the automobile own- 
ers organized as they are in some 740 automobile clubs and branches 
throughout the country. 

Mr. Mack. And you do not feel obligated to render a service that 
you feel would be desirable to the dealer ; is that correct ? 

Mr. Nernerron. I would have to say that that depends on the serv- 
ice. I don’t know that I could answer categorically “Yes” or “No”. 

Mr. Mack. I wanted to get the background clear on the Federal ex- 
cise-tax question. I wanted to ask you if you have ever encouraged 
the manufacturers to include the Federal excise tax on the invoices 
to the dealers so that the customer could pay the proper amount of 
sales tax, or would this be an area in which you are not interested ? 

Mr. Neruerton. I think that that would be going a little far afield 
as an organization for us to do that. I don’t know whether we have 
informally attempted to encourage that kind of thing. 

Mr. Mack. Then I will ask you another question: Do you base your 
concern over this excise-tax problem on the fact that some dealers 
are charging the sales tax on top of the excise tax and pocketing the 
money and paying only the amount of sales tax on the cost of the 
car less the Federal excise tax ¢ 

Mr. Nernerton. I doubt if we have any information that indicates 
that that practice is going on. It may have happened, but just speak- 
ing personally I think any dealer who tried to do that would be foolish 
in the extreme. What we have found, and what we are raising now 
for the consideration of the subcommittee, is the problem of State and 
local governments assessing taxes on the basis of the total purchase 
price. 

It is a matter which doesn’t even require additional State legisla- 
tion in most cases because the State legislation is perfectly clear that 
the State and local sales tax or compensating use tax is to be charged 
at the rate of a certain percentage of the market value of the car. 
As I indicated in my letter to you, in a case where an individual can 
get some evidence of what the amount of Federal excise tax is, he can, 
and where he can he does go to the local tax assessor and usually gets 
an adjustment of his taxes because of the recognition that the local 
sales tax should be on the value of the car and the value of the car 
should be represented by the productive items or costs that enter 
into it and this Federal excise tax, being a nonproductive item, is 
not a germane or proper element of the cost for these State and local 
tax purposes. 

It is, therefore, a matter which is in a way contrary to the State 
law. I suspect it is contrary to the intention of Congress in connec- 
tion with the Federal excise-tax law that this should be passed on 
down the line as it is, but it is something for which the individual is 
hard put to get any adjustment or redress or unless he has this 
information. 

Here again I think we have a case where there is no doubt that 
informal action could see to it that bills of sale set forth this Federal 
excise tax as a separate item but they do not. Because they don’t, we 
are raising the question here since it does relate to this matter of price 
disclosure and I suggest that it would be a germane point to include 
in this bill if Congress saw fit to do it. 
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It is a matter I think which would be long and difficult to correct 
by going State by State and trying to correct and improve these ad- 
ministrative practices. 

The individual can protect himself if he has this information. 

Mr. Mack. Then you are not implying that the dealer is collecting 
the sales tax on the manufacturer’s tax and then paying only the 
difference between that, is that correct? 

Mr. Neruerton. No, I am not suggesting that and, as I indicated 
before, we have no information that this is going on and I suspect 
that any dealer in his right mind would think it a risk that wasn’t 
worth taking. 

Mr. Macx. Would you think it would be in the consumer’s interest 
for your organization to go to the manufacturers and suggest to them 
that the excise tax be clearly itemized in the new car invoice so that 
the dealers can charge the proper amount of sales tax and local tax 
and not be charging the consumer more tax than they should? 

Mr. Neruerton. Well, I can only answer that in the same way that 
Mr. Johnson answered the questions about disclosure of the price. 
I think it would be a fine thing if we could have this information 
made available to the dealer and through the dealer to the consumer 
because this would be the least cumbersome way to solve this problem 
and permit the consumer to help himself. As to how to answer you 
when you say “Wouldn’t it be more desirable,” I think here again it 
has to be answered in the context of circumstances we are all dealing 
with. It has not been done informally and because it hasn’t been 
done we bring it to your doorstep today. 

Mr. Mack. I understand that and I readily understand that you 
brought it to our attention because you think it is of such importance 
that something should be done about it. 

I further understand that you have never gone to the automotive 
manufacturers and asked them to itemize it so that the dealer would 
know exactly what these Federal taxes are. There are certainly not 
over 5 or 6 automobile manufacturers here in the country and 
it would seem to me that it would be a very simple problem to 
straighten out this matter as far as the wholesale level is concerned. 

Mr. Neruerton. Mr. Chairman, I would not want the record to 
remain as you put it there where it indicates that we have not taken 
this up with the dealers. I would like at this time to quote a short 
paragraph from the May 14, 1956 issue of the New York Times. This 
story generally relates to the announcement of the tax ruling in New 
York which provides that taxes should be assessed without including 
the Federal excise tax. The paragraph to which I call attention 
reads like this: 

After the Automobile Club of New York took up the cudgels in 1952 Chrysler 
Corp. and later the Ford Motor Co. altered billing practices. Instead of lump- 
ing all elements and listing only the total, they provided dealers with a break- 


down. Not only was the Federal tax showed separately but another contro- 
versial item, delivery and handling charges, also was specifically listed. 


This, I think, is part of the story, is part of the record and the 
history of this thing, and our efforts have not been unnoticed nor have 
they gone without any effect on the manufacturers. This relates to 
one area only, New York, and when I spoke as [ did a minute ago 
I was answering in terms of referring to representations made by us as 
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a national organization to the automobile manufacturers individually 
or collectively, 

I don’t believe we have done that. On the other hand, they 
definitely know that this is a problem and in the past we have actively 
supported the consumers point of view in trying to get them to change 
their practices and apparently we were for a short time successful 
in New York. But beyond that I would not want to go in saying 
what negotiations, formal or informal, we have had with the manu- 
facturers. I think they know of our concern about this and the record 
of what they have done about it speaks for itself. 

Mr. Mack. This label will include a suggested price for the auto- 
mobile and a suggested price for accessories, is that correct? 

Mr. Neruertron. That is correct, based on section 3 of the bill as 
T read it. 

Mr. Macx. What if the dealer adds an air conditioner to the car 
after he receives it? Is he to alter the tag or how does he make that 
correction under this legislation ? 

Mr. Nernertron. I would prefer not to answer that question but 
would defer to someone like Mr. Busby, who has no doubt thought of 
the technical aspects of administering this bill. 

Mr. Mack. If the same car were transferred or sold to another 
dealer in the meantime, would the same question arise ? 

Mr. Neruerton. I suspect it could pose a problem. Whenever you 
add equipment after the car has left the factory and hence has the 
original manufacturer’s sticker on, it alters to some extent the situa- 
tion reflected in the original sticker. It must do that in the nature of 
things. 

Mr. Mack. According to the legislation the original sticker can- 
not be altered. 

Mr. Netuerton. Yet you point outa situation in which there would 
be a definite need to alter it in some way in order to reflect the present 
condition of the car as it travels in commerce. 

Mr. Chairman, with respect to that question, Mr. Tuttle has a 
comment on that that would respond to your question, if he may be 
allowed to supplement at this point. 

Mr. Mack. Mr. Tuttle. 

Mr. Turrie. Sir, let’s get it down to the level where maybe I could 
understand it. If a man walks in to the dealer and the price on this 
sticker that cannot be tampered with is $3,000, and your question was 
because he added on an air conditioner, w h: at does he do with regard to 
the bill here ? 

Let’s assume that the sticker says $3,000 and the man says “I will pay 
$3,000,” and then the dealer says “There is an air conditioner in this 
car, as you can see. It is not listed here on this sticker.” 

So the customer says “Oh, well, I want the air conditioner at $200.” 

I am just grabbing at figures. Or he says “I don’t want the air 
conditioner.” The fact that the sticker is there as least smokes out 
all these little things that could or could not be added on. 

I hope that that points out the value of whether it be the air con- 
ditioner or heater, and so forth. It smokes out the situation as to 
why it is higher in this case than the sticker shows. 

Mr. Mack. That was a question which I wanted to have answered. 
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Tn the case of the air conditioner the person purchasing the air con- 
ditioner will ask how much it costs and the dealer will say $750. ‘The 
purchaser might say “I think I can buy one uptown for $295.” That 
is one of the loopholes that this bill will not cover. 

Mr. Dotiincer. Mr. Chairman, I think that the dealer when he gets 
the car from the manufacturer has the car and does not add anything 
to it unless the customer wants that, so that he sells him the car with 
the manufacturers listing until the ‘sale is completed, After that he 
says “If you want an air- “conditioner you can have it installed.’ 

Mr. Mack. It is your understanding that this legislation will re- 
quire the dealer to sell a car as it is listed under your labeling ? 

Mr. Nreruerton. No, sir. I don’t understand it that way. 

Mr. Mack. That is, would be precluded from adding an air-condi- 
tioner prior to the time they had a contract to sell the car. 

Mr. Netherton. I would not read the bill that way. I think the 
dealer certainly would want and would be entitled to add or subtract 
equipment at the request or desire of the purchaser. 

Mr. Jounson. He could give it to him if he wanted to. 

Mr. Dotirncer. I did not mean to imply that the dealer would do 
that and saddle him with it. I mean to say that no dealer would 
add any equipment unless the customer wanted it. He would take the 

car as it came from the fac tory because he does not know whether he 
will get a customer who wants air conditioning. 

Mr. Mack. I think that they have on some occasions especially if 
they had an air-conditioner that they thought would make the car 
more attractive. 

Mr. Dotiincer. You may be right. 

Mr. Turrie. Mr. Chairman, on this matter of accessories, you are 
on the very point of the whole intent of this bill on what I call smok- 
ing out the prices. As I indicated when I appeared at the Senate 
hearing, I asked if accessories were included, which it was in the bill. 
The unscrupulous dealer, uses accessories quite often under present 
conditions in eogpunne: the public on prices of cars. 

By the way, may I add the value of these hearings and the value 
of the bill itself has already been in effect in the “Mr. White Program,” 
the little program that operates here in the AAA, because we have 
more people to whom more dealers are giving the actual true non- 
packed price as a result of these hearings. “We have seen that situation 
develop in, I would say, the past 3 or 4 weeks so that already there 
is some value to this bill. 

Now, this air-conditioner situation or accessory situation is a factor 
that is confusing to the average person in buying a car. Quite frank- 
ly, many people ° would be shocked at this accessory rel: tionship to the 

asic price of the automobile, tremendously shocked, T am sure 

By the way, quite a few of them now come equipped and the dealer 
lately has not been putting on as many accessories as he used to. If 
you start with a base price of, let us say $3,000, and that is the price 
of the car and it includes one heater and usually a heater is included, 
if you start with that and walk into this showroom and see that that is 
what is on the car, you have room to operate or to see what the prices 
of these various other things that the salesman or customer desires for 
each one to have. ‘That is the value of this bill, as I see it, in regard to 
accessories and it is very important in that regard. 
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Mr. Mack. Would that not discourage the sale of accessories, too? 

Mr. Turrte. I don’t think so. I think that any time you explain 
something that you are actually doing a better job of selling. If you 
are doing it any other way, you are selling under poor conditions, 
under an “illusion, I believe. 

Mr. Mack. Would there be any limitation in this bill concerning the 
removal of accessories from a new automobile prior to selling same. 

Mr. Neruerton. Well, there again, as I would draw the meaning of 
the bill from my reading, I would not think that there would be any 
limitation on the removal of accessories and the question is a very 
fair one, I think, as to how the labeling could and should then be ad- 
justed to reflect that. 

Mr. Dotirncer. Would that be a misrepresentation? ‘The deal 
warrants and represents that those items on the sticker are the items 
on the car for sale. If they are not there, there is a misrepresentation. 

Mr. Nernerron. Legally does that sticker have that significance? I 
wonder whether the dealer ac tually warrants that or not. 

Mr. Dotrincer. He does because the manufacturer warrants those 
items as the items on the car and that it is the fair price and the dealer 
when accepting has to make certain that those items are there because 
he in turn warrants that to the public. If he switches or eliminates 
some of these things, I think there is a misrepresentation. 

Mr. Nerrerton. Well, this is an area in which I would defer to 
someone like Mr. Busby, who no doubt has thought these things 
through. 

Mr. Dotiincer. As lawyers, would we not say that if your client 
bought a car which did not have the items set forth on the sticker 
that he would have a cause of action against the dealer for not giving 
him what he represented ? 

Mr. Nernerton. My impression, sir, would be to doubt that the 
sticker would go that far. The sticker, to my way of thinking, merely 
discloses information about the cost and the various other charges in 
connection with certain items of equipment listed. 

Mr. Dottincer. May I say this, because when you have a car that 
you buy from a dealer you take a contract from him and the contract 
says 1 of 2 things: It reitemizes all of these items that are there or else 
he says that the items are set forth on the sticker. You are not bu 
ing a car without anything at all. You are buying a car with certain 
equipment, either the equipment set forth on the ‘sticker or set forth 
in the contract. The dealer is not going to put in his contract items 
other than are on the sticker. If he does he says “I am selling you the 
X car.” By reference the items on the sticker are the items he is pur- 
chasing. 

Mr. Nerwerton. You are describing a situation, sir, where the 
dealer incorporates by reference the description of the equipment of 
the car as shown on the sticker. I did not assume that the mere pres- 
ence of the sticker on the car would relieve the dealer from itemizing 
the accessories added to the basic car itself. 

Mr. Dotiincrer. He would not have to. He would say “I am selling 
you this car, For d, 1958. With respect to the items, they are set forth 
on the stic ker,” or he reenumerates them, one or the other. 

Mr. Nernerton. I think we should then look at the two situations 
separately. Ifthe dealer enumerates the items of accessory equipment 
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on the bill of sale, I don’t see where the purchaser is in any jeopardy 
there because with that itemized bill of sale he knows what equipment 
he is getting. By comparison of the bill of sale with the sticker, he 
can see what items went into the total costs of the car as shown on the 
sticker, and if it says on the label, for example, “Air conditioner” 
and he does not see air conditioner in the car on the bill of sale, then 
that is the red flag that warns him that he needs to investigate a little 
further. 

Mr. Doturncer. Let me ask this: The sticker says that he sells a 
heater and a GM radio. The dealer then sells the car to a customer. 
He takes out the GM radio and puts in his own radio. On his contract 
he puts down “I am selling you ong heater and the radio.” The cus- 
tomer takes for granted that the items are the items set forth on the 
sticker. 

Would you say that because the dealer substituted for the GM radio 
another radio that the dealer is not violating any provision of the law. 

Mr. Neruerton. I see more clearly the situation you have in mind. 

Mr. Doturncer. The customer assumes that the dealer is selling him 
what he got from the manufacturer. That is the assumption by the 
customer. Whether it is by sticker or bill of sale. 

Mr. Neruerton. I think that now that I understand. I would have 
to agree with you that in that type of situation, yes, the dealer would 
be violating the law. 

Mr. Doturncer. I will ask if there was any difference on the Senate 
side in that interpretation. 

Mr. Buspy. No, sir. I feel that the dealer in that situation would 
be subject to criminal prosecution whether or not the sticker is on there. 

Mr. Doturncer. It is understood that those are the items that he is 
selling. The fact that it is on the sticker is evidence enough that that 
is what the customer is to get. 

Mr. Bussy. I think the Congressman is perfectly correct that any 
time a representation is made that is not the truth, whether by the 
sticker or verbally, the man would be subject to prosecution. 

Mr. Doturncer. I do not agree about vented representations. If a 
written contract is subsequently made and they leave out those verbal 
representations, the verbal representations have no effect. 

Mr. Busy. I think the Congressman is perfectly correct about his 
interpretation. I think if he was swindled in this way a dealer would 
be criminally liable under any normal State laws that I know any- 
thing about. 

Mr. Dotrincer. That is all T have. 

Mr. Mack. I presume that this question has been covered before. 
I would like to have your opinion as to whether or not you think that 
this legislation requires price fixing throughout the country. 

Are we requiring the manufacturer in the first place to suggest a 
retail price, and in the second place suggest the same retail price in 
every area in the country ? 

Mr. Neruerton. Mr. Chairman, I am sure this legislation does not 
intend that price fixing either on a nationwide basis or with respect 
to the vertical transaction where a price is passed down from manu- 
facturer to dealer and so on, with respect to an individual car or model. 
I don’t believe that that practice is intended to follow from this legis- 
lation. 

Mr. Mack. Thank you very kindly for your testimony. 
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Mr. Neruerton. If I may, Mr. Chairman, I would like to supply for 
the record in connection with the matters of excise tax inclusion in 


sales tax, certain reprints of newspaper clippings and rulings from 
the local courts. 


Mr. Mack. The Chair is willing to accept all of those matters for the 
file. We want to limit the inclusion in the record to material which we 
feel is pertinent to our hearing. I think that you are getting into an 
area which must be decided by the courts rather than by this committee 


in this type of legislation. We would be happy to have any informa- 
tion for the files. 


Mr. Nernerton. It is understood that only where these materials 


amplify or explain the statements I have made in the record that they 
need be included. 


Mr. Mack. They will be included at this point in the record. 
(The information referred to follows :) 


[From the New York Times, May 14, 1956] 


City ALLows Cut In Car Sates Tax—New MetHop Omits FEDERAL Excise IN 
Fieurtne LEvy 


(By Joseph C. Ingraham) 


A 4-year struggle to get all automobile manufacturers to give new-car buyers 
a tax break finally has borne fruit. 

As a result the city will be shorn of about $700,000 a year in sales tax revenue 
to which officials frankly acknowledged they never had been morally entitled. 
For the car buyer it will mean an individual saving of $5 to $12. 

The decision favoring motorists was handed down by Morris W. Weiner, 
special deputy controller in charge of the city’s excise tax bureau. He acted 
after hearing a test case brought by the Automobile Club of New York against 
the Pontiac division of General Motors Corp. Mr. Weiner ruled last week that 
the amount represented by symbols that cloaked excise taxes among other non- 
production items could be deducted from the total bill in computing the sales tax. 

The tax muddle that has provided the city with its windfall for more than 10 
years stemmed from an industry practice of figuring sales taxes on the overall 
price of a car, including $150 to $500 in Federal excise levies. 

The result was that not only in this city but in other States and municipalities 
where a sales tax or compensating use tax is levied, motorists seemingly were 
paying a tax on a tax. The procedure has cost buyers of new automobiles 
across the country millions of dollars a year. 

Narrowly speaking, tax experts said, motorists were not paying a tax on a tax. 
They stressed that the Federal impost was intended to be borne as a tax by car- 
makers, who merely passed on to customers the economic burden. 


CITY ALWAYS WILLING 


The city always has been willing to give the buyer tax relief provided the Fed- 
eral excise tax was listed separately, but convincing the auto manufacturers 
to cooperate was a drawn-out task. 

After the Automobile Club of New York took up the cudgels in 1952 Chrysler 
Corp. and later the Ford Motor Co. altered billing practices. Instead of lumping 
all items and listing only the total, they provided dealers with a breakdown. Not 
only was the Federal tax shown separately but another controversial item, de- 
livery and handling charges, also was specifically listed. 

The giant General Motors Corp. resisted the change. However, it now has noti- 
fied its dealers that they may pass on sales tax savings to customers and acknowl- 
edged that the auto club was responsible. In a letter distributed to dealers, 
General Motors said it was altering its position in view of the club’s “prosecu- 
tion to a successful conclusion a claim for refund of the sales tax paid with 
respect to the BE. O. H. separately billed on a typical retail sale.” 

E. O. H. means excise tax, overhead and handling costs. Other manufactures 
use D & H (delivery and handling) or other abreviations that in many cases, it 
was generally acknowledged, hid the actual amount of Federal excise levies. The 
current tax is 10 percent on the basic car price and 8 percent on accessories. 
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AUTO CLUB BROUGHT ACTION 


The auto club action was instituted as a test case on behalf of a member. The 
significance, the club said, was that “now for the first time the symbolic listing 
was being officially accepted as a substitute term for Federal excise tax.” 

Mr. Weiner set one limitation. Dealers, he said, cannot deduct sales tax 
in excess of 10% percent of the selling price of the car, which generally is the 
maximum for excise, delivery and handling. 

For years neither dealers nor purchasers have been able to find out exactly 
what part of the symbols actually referred to Federal levies. This helped create 
the muddle that worked to municipalities’ advantage. 

The reluctance of manufacturers to specify the exact amount of Federal excise 
tax is based on their desire to hide from competitors the actual cost of producing 
a vehicle. 

The Automobile Merchants Association, which represents most of the auto 
agencies in this city, said it had advised its members that the city tax unit 
had agreed to accept the E. O. H. or equivalent listing as a deductible item in 
calculating the sales tax. 


{From the New York Motorist, June 1956] 
New City Ruiine Enps “Tax” on New-Car SALES 


A 4year fight by the club has won relief for buyers of new cars from the 
“tax on a tax” to which they had long been subjected. Individual savings will 
run $5 to $15, and the total in the city will be about $700,000 a year. 

The double taxation arose from the industry practice of calculating sales 
taxes on the overall price of new cars, even though this included from $170 to 
$500 in Federal excise levies paid by the manufacturer. The effect was that in 
New York—and indeed in other cities and States where sales taxes are collected— 
buyers were paying a tax on this Federal tax. 

New York City has always been willing to exclude the Federal tax in calculat- 
ing the sales tax provided it was listed separately. This was rarely possible 
because the buyer generally had no way of knowing which part of his overall bill 
constituted the excise tax. 

Sometimes a dealer would specify the amount, but most often he did not know 
either. The excise tax was incorporated—both in the manufacturer’s bill to him 
and in his bill to the purchaser—in a catch-all item designated “E.0.H.” (excise 
tax, overhead and handling costs), “D&H” (delivery and handling), or some 
other symbol. 
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CLUB STARTED CASE 


The club came to grips with this situation by filing a test case with the city’s 
excise tax bureau in behalf of a member in 1952. At the end of 1955 it won the 
case—and a $4.55 refund—and went on to establish the principle that the amount 
represented by “H.O.H.,” “D&H” and similar symbols could be deducted from 
the total bill in computing the city sales tax. 
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Bill of sale issued in 1952 to Club member Edward Brown shows 
that city sales tax was collected on Federal excise tax. Club made 
test casé of this point and won a refund for Mr. Brown along with 
a ruling by city that dealers are no longer to collect the tax on tax. 
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After the club launched its fight in 1952, most Chrysler and Ford dealers 
altered their billing practices and instead of lumping all items in a single total, 
provided dealers with a breakdown. This listed separately the Federal tax and 
such nonproductive items as delivery and handling charges, 

General Motors did not make this change, but with the successful conclusion 
of the club’s case, it sent a letter to all its dealers in New York City informing 
them that they may consider “H.O.H.” or other code symbols as the equivalent 
of the Federal excise tax and pass on the sales tax savings to customers. 


CITY ISSUES CHANGE 


The letter quoted the ruling obtained by the club from Morris W. Weiner, 
special deputy comptroller in charge of the excise tax bureau, that: 

“* * * where the Federal excise tax in connection with the retail sale of an 
automobile is stated separately on the invoice rendered to the customer as 
‘B.O.H.’, ‘D&H’ or some other designated symbols which include Federal excise 
taxes on the invoice rendered by the manufacturer to the retailer and the retailer 
similarly states such Federal excise tax on the invoice rendered to his customer, 
such separate charge will be treated as Federal excise tax to be excluded from 
the selling price of the automobile upon which the sales tax is to be computed 

* *?? 

The ruling set one limitation: dealers may not deduct sales tax in excess of 
10% percent of the selling price of the car, which generally is the maximum for 
excise, delivery, and handling. 

After the tax victory had been announced publicly, the comptroller’s office said 
that it had issued a ruling on the matter on June 28, 1955. The city treasurer 
said, however, that his office had not been notified and as a result went on collect- 
ing the sales tax—from an estimated 200,000 buyers. 

Comptroller Lawrence BH. Gerosa said those who could prove overpayment 
would get refunds. 

Refunds will be made to those persons who can show that the tax-on-tax was 
paid within 1 year of the date on which the refund application is filed with the 
comptroller. Proof that the tax-on-tax was paid can be in the form of a bill of 
sale which either lists the Federal excise tax separately or lists such tax as 
“BE. O. H.” or “D & H” and indicates that the city sales tax was calculated on 
these amounts. 

To apply for a refund, a written request should be sent to the Bureau of 
Excise Taxes, 120 West 32d Street, New York 1, N. Y., accompanied by a copy 
of the bill of sale. 


[From the New York Times, February 27, 1958] 


Auto Buyers Lose Sates TAx BREAK—FEDERAL LEVY ON NEW Cars No LONGER 
Exempt From City Impost, Courr RuLtes—MILLION REVENUE SEEN—SUIT 
BENEFITING NEw YorRK Was BROUGHT BY SYRACUSE IN A LIQUOR DISPUTE 





(By Joseph C. Ingraham) 


New York City revenue will rise by about $1 million this year as a result of an 
amendment to the sales tax regulations. 

The extra money will come out of the pockets of new-car buyers. Effective 
Saturday, they will have to pay the 3 percent city sales tax on the entire price 
of the vehicle, including $170 to $625 in manufacturers’ Federal excise tax. 
The change in rules ends a sale tax exemption on the Federal levy that has been 
in effect for the last 2 years. 

The city’s windfall stems from a court of appeals decision last year holding 
that the manufacturers’ Federal excise tax was a part of the cost of the product. 
Therefore the court ruled that the total price was the basis for figuring the sales 
tax even though most dealers in the State listed the Federal tax separately so 
that purchasers could save $5 to $19 when buying a new car. 


SYRACUSE BROUGHT SUIT 


New York City was not a party to the court action. The case was started by 
Syracuse against a local liquor dealer who contended his customers were entitled 
to local sales tax exemption on the Federal tax if he was willing to go to the 
trouble of breaking down his bill. 
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The court of appeals decision (Hoffman vy. City of Syracuse 2 N. Y. 2d 484) 
was interpreted by the New York-Corporation Counsel as applying to auto- 
mibiles, oar parts, and 18 other items, such as refrigerators, radios, television 
sets, etc., on which the Federal Government imposes a manufacturers’ tax. 

It was made clear that the amended city regulation did not apply to Federal 
retail excise taxes, and that no sales tax was due on the Federal tax of 10 
percent collected on such things as luggage, jewelry, cosmetics, ete. 

Although City Controller Lawrence BH. Gerosa estimated the windfall at $1 
million, the tax bureau said the extra levy would be about $700,000. 

While New York City will be the biggest beneficiary of the court decision, 
it was estimated that upstate cities levying local sales taxes will gain about 
$400,000 in revenue, virtually all of it from new-car buyers. 


THE BRIEF TAX BREAK 


The short-lived tax break for motorists took effect in 1956 after a long cam- 
paign by the Automobile Club of New York persuaded all automobile manu- 
facturers to agree to bill dealers separately for the manufacturers’ Federal 
excise tax of 10 percent on the car and 8 percent on accessories. 


Manufacturers generally had shied from listing exise taxes separately to con- 
ceal the actual cost of their product. 


Although the amended city sales tax regulations and the exemption from the 
so-called tax-on-tax, car operators can in theory still balk at paying city sales 
tax on the 4-cent State gasoline tax. The city’s regulations provide that if the 


State gasoline tax is shown Separately it is not to be figured in computing sales 
tax. 


The Federal gas tax of 3 cents also had been technically exempt from sales tax 
but under the amended rules that no longer holds. 

Mr. Mack. We have one other witness, Mr. Val T. Jones, executive 
vice president of the National Independent Automobile Dealers Asso- 
ciation. 

Before your proceed, Mr. Jones, I would like to inquire from our 
staff as to whether or not we have received a report on this legisla- 
tion from the Justice Department. 

Mr. Spat. No. We have requested the report from the Justice De- 
partment but they have not yet replied. 

Mr. Mack. Thank you. 

Mr. Jones, you may proceed. 

Mr. Jones. I will read my prepared statement and I hope that you 
will ask me questions, gentlemen. 

Mr. Mack. You have copies of your statement ? 

Mr. Jones. There were a number of them. 


STATEMENT OF VAL T. JONES, EXECUTIVE VICE PRESIDENT, NA- 
TIONAL INDEPENDENT AUTOMOBILE DEALERS ASSOCIATION 


Mr. Mack. Mr. Jones, I notice that you are associated with the N 
tional Independent Automobile Dealers Association. 

Do you represent what they refer to as authorized new-car dealers, 
or are you representing principally the used-car dealers? 

Mr. Jones. The large majority of the members of our association 
and our affiliate associations are nonfranchised used-car dealers and 
foreign-car dealers. We have some members who are so-called au- 
thorized franchised dealers, but these for the most part have remained 
in the organization after assuming a franchise and beginning origi- 
nally as used- car dealers. 

Mr. Mack. Mr. Jones, could you supply for the record additional 
information, in the event it is not included in your statement, of 
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approximately the number of new-car dealers you represent, the 
number of foreign-car dealers, and the number of used-car dealers? 

Mr. Jones. If you wish any other information, I will try to supply 
anything and everything that I can, sir. 

Mr. Doxiincer. You may proceed, Mr. Jones. 

Mr. Jones. Mr. Chairman and members of the committee, my 
name is Val T. Jones. I am executive vice-president of the National 
Independent Automobile Dealers Association. I am here to oppose 
certain provisions of S. 3500 being considered by this committee. 

This association, formed in 1946, is governed by a board of direc- 
tors elected by the State affiliate organizations, with combined mem- 
bership of some 11,000 automobile dealers who do not, for the most 
part, have franchises with automobile manufacturers in the United 
States. 

On April 24 of this year I had the opportunity to testify before 
Senate Subcommittee on Automobile Marketing Practices. At that 
time I cited a resolution adopted unanimously at the last NIADA 
board meeting, which resolved— 
that the National Independent Automobile Dealers Association actively and 
vigorously oppose any effort to limit the sale of new or current model automo- 
biles by franchised dealers only * * * Further resolved that the executive vice 
president and general counsel be and are hereby authorized and directed to 
take every step they deem necessary to further the principles set forth in the 
1oregoing resolution * * * 

Since that time letters, telegrams, and telephone calls from indi- 
vidual members, local and State associations have been unanimous in 
opposition to paragraph (c) of section 3 of the bill. This paragraph 
sets forth part of the information that would be required on a label 
affixed to all new cars, namely: 

The name and location of the place of business of the dealer to whom it is 
delivered. 

The purpose of this provision is very clear to all in the automobile 
business, and it is my prime objective that this committee be fully 
aware of this purpose, which has nothing whatsoever to do with the 
publicized intent of the bill, to inform the public of the factory sug- 
gested list prices on new automobiles and their accessories. 

As a practical matter, this portion of S. 3500 is a business death 
warrant for some automobile dealers, and most assuredly will tax 
the car-buying public through higher actual prices on new cars, 

That this provision of the bill is special legislation for economic 
gain by a special group, to the detriment of many and exclusion from 
the market place of a few, is our contention. 

_This association contends further that the avowed purpose of this 
bill to inform the public of the factory-suggested list price of new 
cars is minor compared to that of paragraph (c) of section 3. 

The public is unaware of that which this bill in its present form will 
do to them, having only been told what it proposes to do for them. 
The public might surmise that the National Independent Automobile 
Dealers Association opposed telling them the list price on a new 
car, having been alone in opposition to the bill which would do this. 
_ This is not true. The members of NIADA and its affiliate associa- 
tions favor making public the factory-suggested list prices, properly 
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identifying an automobile, and if this were the sole intent and pur- 
pose of this bill I would not be here today. 

I could not expect anyone to understand the implications of para- 
graph (c) of section 3 of this measure unless he had been actively 
engaged in the retail automobile business. I want to set forth for 
you what this provision will do, if inacted into law. 

I must tell you something about the independent automobile dealer 
so that you can better understand the relationship S. 3500 would have 
to him should it be enacted. 

The average age of the independent dealer is much less than that of 
the franchised dealer. The average of NIADA’s four past presidents 
has been 41. He is a young man who went into business after the 
war, in most cases, at a time when he could not get a franchise from 
a factory, or when a franchise investment would have been prohibitive 
for his means. 

He sells cars. He sells quite a few imported cars now, but for the 
most part he still sells used cars. 

He gets most of his cars from franchised new-car dealers, whether 
they be new cars or used cars, whether he buys them directly from the 
franchised dealer or at a wholesale auto auction where many fran- 
chised dealers go to sell and independent dealers to buy. 

If he cannot buy cars from franchised new-car dealers his source 
of supply is curtailed and he is out of business. He may buy some cars 
from so-called fleet operators and individuals, but his real source of 
supply remains the franchised new-car dealer. 

The independent dealer is not, obviously, seeking the economic ruin 
of the franchised new-car dealer. Today a considerable portion of 
NIADA members repeatedly turn down offers to become franchised 
dealers, Certainly, while the vast majority of our members are op- 
erating profitably, they have only to read this week’s issue of the 
industry’s trade paper, Automotive News, to see that the average 
franchised new-car dealer is less fortunate. 

How do nonfranchised dealers compete in the market place with 
franchised dealers who originally possess the product to be sold? It 
is a matter of overhead basically for nonfranchised dealers buy those 
cars they believe will retail profitably and cars which are in demand 
by the public. For this reason the number of independent dealers 
selling new- and current-model automobiles has dwindled. 

The independent dealer controls his inventory, has less overhead 
expense, and can be selective in his buying. If the public demand 
for new cars today was great you would see these new cars on the 
premises of a great many more independent dealers. 

Quite frankly, a new car today costs too much, whether it be fac- 
tory-suggested list price or well below list price, which is the going 
selling price. 

Certainly, the informing of the public of the factory-suggested 
list price would be no pleasant revelation for the car buyer. The 
label that will tell him this price would add an undetermined sum 
of dollars to this price. 

Now many franchised new-car dealers have seen their profits cut. 
This group has pretty well throttled the oversupply problem of a few 
years ago by banding together to bring pressure to bear on their 
suppliers, the carmakers. 








84 AUTOMOBILE LABELING 


However, the fact that total output has been kept in line with de- 
mand has not produced the profitable results this group seeks. Profits 
are not controlled and cannot be controlled in a free economy. 

In a controlled economy competition must be throttled. For the 
franchised new-car dealer there are two sources of competition, one 
from nonfranchised dealers and another among themselves. 

S. 3500 would eliminate the competition this group faces from non- 
franchised dealers while another measure has been introduced in the 
House to curtail intrafranchised dealer competition. 

The matter at hand is S. 3500, and it will eliminate nonfranchised 
dealers from the new-car market place in the most effective manner 
ety off the nonfranchised dealer’s supply of new automo- 

iles. 

When a franchised dealer sells new cars to noafranchised dealers 
who will resell them to the public, the transaction ignominiously has 
been called bootlegging. The Justice Department has repeatedly 
stated that this form of wholesale distribution has a place in the econ- 
omy, that to legislate against it is impossible without violating the 
existing antitrust laws. 

Section 3 (c) of S. 3500 provides that new cars must bear the name 
of the franchised dealer to whom the factory delivers the new car, and 
that this sticker, including this information, must remain on the car 
until it reaches an ultimate purchaser, someone buying for other than 
the purpose of reselling the vehicle. 

By no stretch of the imagination could a nonfranchised dealer be 
considered an ultimate purchaser. Nonfranchised dealers have pro- 
tected their sources of supply of new cars in the past. 

The reason for this is that the dealer selling new cars to the non- 
franchised dealer would face the wrath of the factory, influenced con- 
siderably by its franchised dealers who object to putting new cars in 
distribution through channels other than their own. This threat 
would be sufficient to make it economically unwise for a franchised 
dealer to sel] new cars to anyone other than a retail customer. 

Within the past week franchised dealers have been informing mem- 
bers of this association that upon passage of S. 3500 they will no 
longer be able to supply them with new cars. 

If so-called bootlegging is not in the public interest and in keeping 
with the rules that govern a free economy, this association could not 
stand against it, nor would it try. 

However, it would be a most tragic thing, should this measure in 
its present form be enacted, to penalize the public and stab the free- 
enterprise system. 

This association endorses the telling of the truth about list prices. 
It most heartily implores this committee to seek out the truth about 
a section of S. 3500 that would stamp out a portion of competition in 
an industry that grew to its present stature under a free economy. 

If one segment of a business has exclusive access to new automobiles 
it is more than conjecture that this segment will have in its hands the 
power to control not only new-car distribution but also used-car 
distribution. 

With what would constitute virtually absolute control of the sale of 
new cars, which, in turn, brings in late-model used cars as trade-ins, 
without competition or, just as important, the fear of competition 
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from a formidable competitor, the nonfranchised dealer little could 
stand in the way of controlled distribution of used cars. 

If dealer independence dies, whether it be a franchised dealer who 
would sell at wholesale his new cars or a nonfranchised dealer who 
would buy them, so will die the independent dealer. 

Today ‘there is one healthy segment of the automobile business 
It is the used-car business. It is “healthy because it is highly com- 
petitive and because it is serving the public with low-cost transporta- 
tion. Those independent dealers who sell used cars or new cars at 
prices in keeping with the public demand are prospering. 

It is the hope of this assoc ‘ation that the Congress will not pass that 
portion of S. 3500 that will kill this segment of the industry with the 
aim of nourishing another segment in duress. For the most put, 
independent dealers are sympathetic with those franchised dealers in 
trouble, but not to the point of laying down their business lives. 

That is all of my prepared statement. 

Mr. Dotirncer. Are there any questions? 

Mr. od 

Mr. Jarman. Not at this time. 

Mr. cus weiabe Mr. Beamer ? 

Mr. Beamer. Mr. Chairman, I am interested in a couple of state- 
ments. Do you consider the automobile dealers to be in economic 
difficulties at the present time? 

Mr. Jones. I consider the franchised dealer to be in economic diffi- 
culties. Our dealers are doing rather well for the most part. 

Mr. Beamer. It w: ard of it from 
other sources—that the franchise dealers are dropping off in numbers 
each year. It that true of the dealers that you represent, or are 
they increasing in number ? 

Mr. Jones. Actually we have considerable turnover, but they are 
remaining rather stable in number. The total figures that we have 
range from 30,000 to 33,000 nonfranchised dealers, and by that I 
don’t mean a curbstone operator who is the bane of our part of the 
business. I mean someone with an established business and location, 
around 30,000 dealers in the Nation. 

Mr. Beamer. Do you mean the nonfranchised dealers ? 

Mr. Jonxs. That is right. 

Mr. Beamer. How many franchised dealers are there? Do you 
know ? 

Mr. Jones. I believe there are around 38,000. 

Mr. Beamer. A comparable number. 

May I ask this question : 

Does it require much of an investment for a franchised dealer to 
get into business, and can you compare that with the investments re- 
quired for an independent dealer to get into business ? 

Mr. Jones. Actually one thing that is wrong, if I may use a little 
personal opinion here, with the franchised dealer economy right now 
is that some them have gone into debt a great deal. I mean ‘they do 
not own a large part of their operation. Some of them do. They 
have had the advantage in the past of being able to “floorman” their 
new automobiles. That is, if you are familiar with that term, 90 
percent of the wholesale cost of the car perhaps is owned by a finance 
company, and the dealer only owns 10 percent, and when he sells that 
car he pays off his floorman. 
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Your independent dealer has never had as liberal floormanning as 
the franchised dealer. Consequently, in many, many cases his invest- 
ment is a great deal more than the gaudy new car establishment be- 
cause he had to put out actual money, cash, of his own in order to 
stock his inventory. 

Mr. Beamer. What I 1m wondering, Mr. Jones, in this same city, 
for example, a man who has a franchise to sell automobiles has to set 
up an agency and meet with the requirements of the manufacturer. 
Is that true? 

Mr. Jones. That is right. 

Mr. Beamer. He must carry a certain number of spare parts and 
meet other requirements. 

Mr. Jones. His overhead is much greater. 

Mr. Beamer. That is what I mean. His original investment is 
considerably greater. Is that correct? 

Mr. Jones. Yes. 

Mr. Beamer. More so than the independent dealer ? 

Mr. Jones. More so than most independent dealers. We have some 
that go into parts and that type of thing, but many of them do not. 

Mr. Beamer. I am wonderi ing whether the independent dealer may 
be able to operate a little more c heaply because of this smaller overhead 
than the franchised dealer, 

Mr. shh He wouldn’t be able to compete if that wasn’t true be- 
cause, as I said, the franchised dealer buys his car at the actual whole- 
sale price. He buys them cheaper, and the only way that the inde- 
pendent dealer can operate is through being a little more aggressive 
in his salesmanship and also having a lower overhead. The cost of 
overhead has increased a great deal. The independent dealer has 
managed to keep his pretty. well in line with the exception of maybe 
sales expense or rental, but it isn’t as big a factor for many as it is for 
the franchised dealer. 

Mr. Beamer. Do you think that perhaps the franchised dealers 
might be justified in asking for some protection since they do have 
this greater investment ? 

Mr. Jones. It seems to me that the protection that they are asking 
for is not in the public interest. If they are going to get that protec- 
tion in order to be able to sell the cars at a higher price to the car-buy- 
ing public, then that doesn’t seem to me to be in the public interest. 
If the cars can be delivered more cheaply to the public, I think the 
public would rather have them that way. At least they would rather 
have the competition that exists in which the prices are as low as 
economically feasible rather than setting a flat form under the fran- 
chised dealer so that he would make money and cover his overhead. 

Mr. Beamer. You are trying to say there is room for both the fran- 
chised and independent dealer working together. Is that correct? 

Mr. Jones. For example, this business of the misleading advertis- 
ing and that type of thing causing franchised dealers to go out of busi- 
ness, and because the public i is not buying new cars is certainly in con- 
flict with 1955 when the morals of the industry hit pretty much of a 
low as far as mink coats and trips to Florida, and it was also the year 
that a record-breaking number of new cars were sold, and most fran- 


chised dealers made money and most independent dealers made 
money. 
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I don’t believe that that is a valid contention for enactment of a 
law which is going to make it impossible for the nonfranchised dealer 
to be able to obtain new cars if he so desires. 

Mr. Beamer. Mr. Chairman, I do not want to prolong this too 
much because the hour is late. However, I am wondering whether 
or not the opposition of your organization is more or less directed 
toward this one phase that would designate the origin of purchase 
of the car. Is that correct? 

You do not object to listing of the equipment and all of the other 
accessories that are on the car, but there is that one phase ? 

Mr. Jones. That is the only reason I am here, because, as a matter 
of fact, our dealers feel that it will help their business if the list price 
is out, as they are selling far enough below list price, and most of 
the franchised dealers are, too, that it will actually be a business help 
to them in being able to show how much is being saved by the cus- 
tomer as far as the list price is concerned. 

However, if the competition is cut out, then the suggested list price 
can pretty well be determined, we feel, and I am personally—and 
this 1s a personal observation—a little bit skeptical of it for reasons 
that have been brought forth here today, that it is more or less an 
effort to legislate righteousness. 

I am for righteousness, and I think that the code of ethics of our 
association is for righteousness, but I have always heard that you 
couldn’t legislate it. Imight be wrong. 

Mr. Beamer. Do you have any figures on the comparative number 
of sales of used cars by independent dealers, and new-car sales by 
franchised dealers ? 

Mr. Jones. We have no information that I can document properly 
to submit to the committee on their volume. 

Mr. Beamer. Is it not true that used cars may be sold numerous 
times? 

Mr. Jones. Yes. 

Mr. Beamer. That would increase the apparent sales. 

One last question, Mr. Chairman. 

The increasing number of sales of foreign or imported cars you 
mentioned briefly. Does that have any bearing on this particular 
legislation ? ; 

‘Mr. Jones. It has a great deal of bearing on this particular legisla- 
tion because the domestic franchised dealers and the foreign-car deal- 
ers have some conflicts in the fact that there have been rumors of 
tariffs and that type of thing. For example, one of our members— 
in fact, he is one of our regional officers—called me several times, a 
week ago, and he is also a foreign-car distributor. He is a very-big- 
volume dealer and also a distributor for a foreign car. He said he 
was tearing his hair. He said, “If this bill passes, how can I work 
something like this?” 

The cars he bought came in on the ship, and they were delivered by 
rail freight, I believe, to his location. But one of his dealers, as he is 
a distributor, wanted some of these cars in Houston, Tex., which is 
about 1.500 miles away. So he had some of them rerouted to Houston, 
Tex. However, when the cars arrived in Houston, Tex., the dealer 
said he didn’t want them. He had decided he didn’t want them, “So 
you will have to take them.” 
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Therefore, he had to have them shipped all the way back to his 
location in Ohio, and he said, “Now I am going to have to have a man 
in New York apparently just to administer putting these labels on, 
because it is supposed to be done at the port of embarkation as a 
distributor, and we don’t do it that way now. The distributorship is 
in Ohio and, consequently, we have very little concern with that. 
We just route the shipments, and the label is supposed to be on the 
car as soon as it comes into the United States,” as he understood it. 
He wasn’t too clear, and I am not too clear probably either. But he 
was so confused with the ramifications and the bookwork that would 
be involved for him and the additional administration that he said 
that for his part he hoped very much that the bill in any form didn’t 
go through. 

Mr. Beamer. The reason I am asking, Mr. Jones, is it conceivable 
that the foreign cars may eventually or very soon have franchised 
dealers? In fact, already I have discovered that Buick dealers here 
and there have franchises for one of the cars made in Germany, and 
T found that another General Motors car has franchised for another 
one of the cars in England, and soon. Do you think that is going to 
be an exclusive right of the independent dealers ? 

Mr. Jones. It is not now, sir. The difference is this, that the fran- 
chise for a foreign car is, in most cases, much looser in its content 
than a comparable franchise in this country. Perhaps sometime it 
will tighten up. For example, the president of this association, Mr. 
C. E. Pitts, in Montgomery, Ala., has two foreign-car operations— 
one of them Renault and the other English Ford. But I think he 
has a pretty strong franchise for the English Ford. 

The exclusion from our association is only on American-made cars, 
franchises, with the manufacturers in Detroit. 

Mr. Beamer. That is all. 

Mr. Douutncer. Mr. Jones, do you object to section 3 (e) of the bill 
which requires the disclosure of the method of transportation of the 
car if driven or towed from the final assembly point to the place 
of delivery ? 

Mr. Jones. No, sir; we do not so long as the dealer who supplies 
us with the cars is kept anonymous on the thing. 

Mr. Dotirncer. If we take out section 3 (c) of the bill, you would 
be in favor of it? 

Mr. Jones. 3 (c) and I believe 3 (d) is more or less redundant, 
on where the car was delivered to originally. 

Mr. Dotirncer. Not in a big city; maybe in a little town. 

Mr. Jones. That is true. In a big city it wouldn’t be a problem. 

Mr. Doriincer. It would lose itself in a big city. 

Mr. Jones. In a small community where there is a new Oldsmobile 
and there is one Oldsmobile dealer and what-have-you—in fact, that 
exact thing was called to my attention. So we would like both of 
those, because they go hand in hand. But in New York or somewhere 
it doesn’t matter. 

Mr. Do.urneer. On page 5 of your statement you say, in the para- 
graph next to the bottom: 


Within the past week franchised dealers have been informing members of 
this association that upon passage of S. 3500 they will no longer be able to 
supply them with new cars. 
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Are these franchised dealers members of the National Automobile 
Dealers Association ? 

Mr. Jones. Of the National Automobile Dealers Association ? 

Mr. Dourincer. Yes.. 

Mr. Jones. Very likely. I couldn’t swear to it, but very likely 
they are. 

Mr. Dotiincer. Can you give me the names? I do not suppose you 
would. I was just curious to know. 

Mr. Jones. Prior to my present position I published a trade maga- 
zine in the automotive field, and I recall Adm. Fred Bell, who 
is executive vice president of the National Automobile Dealers Asso- 
ciation, made a very fine speech in 1955 at the Chicago convention of 
that group, it was very cold and there were about 6 of us in the cab, 
and all the rest of them were dealers. 

Mr. Bell had attacked the practice of so-called bootlegging, and one 
of these dealers I overheard remark, “Those that were clapping the 
loudest probably are the biggest bootleggers.” 

Actually it isn’t too big a problem right now and, as a matter of 
fact, we are not encouraging our dealers to sell new cars. 

I think it is more than just a matter of the right to sell them, be- 

cause it is the matter of the right to be able to buy merchandise and 
retail it. Consequently, we are not out, as I said, to do any great injury 
or anything to the franchised dealer. We hope that he is very pros- 
perous, but not at our own business detriment. 

Mr. Dottincer. Do you have any questions, Mr. Jarman ? 

Mr. Jarman. I just want to clarify my own thinking as to your 
testimony, Mr. Jones. 

The one thing then, as I understand it, that you oppose in the bill 
is paragraph (c) of section 3, and the opposition to that is that you 
fee] it will shut off the supply of cars to the dealers you represent 

Mr. Jones. That is correct. I think someone brought that out 

earlier, that this isan antibootlegging bill as such, and we have opposed 
it now for a number of years. And, ‘although it doesn’t come right out 
and make it illegal, it makes it impractic al to so do. That is our ob- 
jection to (c), and possibly (d) I think which follows right in line. 
(d) is the location of the place the car is delivered to and, as we said, 
in a small town it might be as good as putting the man’s name and 
address on it. 

Those provisions are the only objections that we really are making, 
but we make them with as much vigor as we can, and in light of the 
fact that it is more than vital to the existence of some of our dealers 
and to the potential business operation of a great many of our dealers. 

Mr. Jarman. And all of your objections point to the one contention 

that. it may well shut off the source of supply ? 

Mr. Jonxs. It isn’t just my contention. As a matter of fact, in the 
copy of the testimony by Mr. “Walker Williams, vice president of Ford 
Motor Co., in one portion of his statement he says that this will inhibit 
a new-car franchised dealer from putting cars into the bootlegging 
traffic, as it is ignominiously referred to. 

I am not quoting him directly, but that was it. As I said, it is 
recognized, I feel, by everyone close to the automobile industry that 
this isthe principal purpose of the bill, and I think Mr. Busby pointed 
out that it has a definite area of operation in curtailing the sale of new 








90 AUTOMOBILE LABELING 





cars by anyone other than a franchised dealer. It doesn’t curtail his 
right to sell them; it just curtails his ability to receive them basically. 

Mr. Jarman. Was the position of the Ford spokesman you referred 
to then in favor of that part of the bill because it would shut off the 
supply to other than franchised dealers, the reverse of your position ‘ 

Mr. Jones. If I may leave the chair here I can find it and read it 
to you verbatim. 

Mr. Jarman. No, that is not necessary. 

Mr. Jones. He was in favor of it. He said it was a good item in 
the bill, that it would do that. 

Mr. Jarman. As a manufacturer he would favor it because it would 
help to limit the supply ? 

Mr. Jones. He was, I feel, looking at the franchised dealers’ prob- 
lems. The manufacturer, of course, wants to sell automobiles, and 
he has to have franchised dealers apparently to sell them, and he 
thought it would help them. 

Of course, as someone pointed out, the factories for a long time 
did not do much to prevent bootlegging. They did it recently, I 
think the last 2 years, but they had some coercion on that. 

Mr. Dottrncrr. Would you yield ? 

Mr. Jarman. Yes. 

Mr. Doxurncer. Do not the manufacturers encourage bootlegging 
by compelling the dealers to take more cars than they « can sell / 

Mr. Jonres. They have been more or less throttled on that. I mean 
the matter of deliveries now is trying to keep in line with demand. 

Mr. Douurneer. Is it not a fact, though, that a dealer to maintain 
his franchise has to take the number of cars that he is franchised to 
take, and if he does not take them, if he cannot sell them all, he has 
to sell them to independent dealers? 

Mr. Jones. That was the instigation of bootlegging, so called, with 
the overloading of the fr anchised dealer by the factory, and the fact 
is that now that is not such a great problem as it was a few years ago 
when bootlegging really flour ished. 

Mr. Dorrincer. How would you get your cars? If the dealer can 
dispose of the carsat a higher price would he not do that? He only 
sells them to independents when he cannot dispose of them quickly 
enough and he does not want to hold them. 

Mr. Jones. That is correct. 

Mr. Dottrncer. And the manufacturers could put the independents 
out of business overnight by letting the dealers take as many cars as 
they need. 

Mr. Jones. I have had occasion to know a number of factory field- 
men during the period when bootlegging was flourishing, and I would 

say that they were well aware of which dealers were bootlegging, and 
if ‘they were not giving them their blessing they certainly were not 
censoring them at the time. 

Mr. Dotiincer. As a matter of fact, if the manufacturers really 
wanted to do a job for the public there would be no necessity for this 
legislation. They could control the industry themselves. 

Mr. Jonrs. This is a matter of legislating righteousness, to my 
mind. I feel that it is not a matter for a law. However, I will say 
this, that this matter of price packing is a very evil thing, and I don’t 
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think it is good business, but I don’t think that it is a matter for the 
concern of Congress. 


Mr. Dotiincer. It would seem to me that you and I maybe agree, 
but for different reasons. 

Mr. Jones. That’s right. 

Mr. Jarman. Would you comment, Mr. Jones, on the statement 
made this morning in answer to the argument that the manufacturer 
can achieve, without legislation, what this Jegislation is trying to 
achieve ? 

The answer given was the fact that competition, the competitive situ- 
ation, would prevent any one manufacturer of automobiles, let’s say, 
achieving the same results as this legislation simply because there 
would be no assurance that the competition would set up the same 
standards and make the same requirements of its dealers. 

Mr. Jones. As a matter of expense, 1 don’t feel probably that the 
factories would wish to go into a matter of labeling, which adds 
nothing to the servic eability of the car, and I have no knowledge as to 
what it will cost, but it will be a fairly considerable amount; at 
least overall because it is going to involve a great deal of clerical work 
and records and so forth so far as the manufacturer is concerned. 

I would rather disqualify myself on the matter of the factory-fran- 
chised dealer relationship as such because that is a little out of my line. 

Mr. Jarman. The testimony this morning pointed out that C hrysler 
tried a system of requiring a posting in the dealer’s showroom, as I 
unde rstood it from testimony, and that posting be made of the list 
price, et cetera. And the competition forced the discontinuance or 
nullified the effectiveness of that program that Chrysler started. 

Mr. Jones. In my statement to the Senate Subcommittee on Auto- 
mobile Marketing Practices I volunteered that our association would 
be most happy to provide the list prices of all cars for any independent 
dealer who was selling such automobiles, and that could be made 
mandatory that they be posted in his place of business. 

The matter wasn’t considered, I am sure, but it seems to me that we 
are getting away from what, to me, is the crux of this thing. I don't 
believe the pricing is going to make a lot of difference on ‘the actual 
economy. I have “talked to a lot of dealers, and the shoppers, those 
people that trudge from one place to another, get a big kick out of it, 
and most of them are shopping on the difference between the car that 
they have to trade in and the new car that they want. 

One of the original reasons for packing a price, which I presume 
you gentlemen know, was that it was to enable a dealer to sell cars to 
persons who did not have perhaps as large a downpayment as their 
finance company would desire, and, by packing the price and packing 
the trade-in, they got the third down. And after that, then, of course, 
it ran rampant, and it is not a good situation, and I personally would 
like to see an end to packing. 

However, the provision that we are against basically is this: it cuts 
off our supply of automobiles, and really will keep us from being able 
to compete, and we feel that we have an honest objection to this and 
that the public, if they see it in the form of higher car prices, will have 
an objection to it also. 

Mr. Jarman. If that part of the bill which you object to were elimi- 
nated would you then consider the legislation to be desirable? 
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Mr. Jones. I see that it would do no harm, Congressman, and, as 
far as we are concerned as a group and as far as the public is con- 
cerned, they are going to have to pay a little bit more maybe for a 
label on the car. But if the competition, the competitive element re- 
mains in the automobile business, the list price doesn’t mean a whole 
lot either way, and if it is a base to start trading on, I think that most 
dealers will trade below the list price if there is competition. 

Mr. Jarman. I think that is all, Mr. Chairman. 

Mr. Dottrncer. That is all. Thank you, Mr. Jones. 

There are no further witnesses, are there ? 

Mr. Witiamson. No, sir. Just one statement for the record. 

Mr. Dotiincer. At this point in the record I want to insert a letter 
from the South Dakota Automobile Dealers Association, a statement 
by the Ford Motor Co., a wire from the National Independent Auto- 


mobile Dealers Association, and a letter from the Cleveland Indepen- 
dent Automobile Dealers Association. 


(The material referred to follows :) 


SoutH DAKOTA AUTOMOBILE DEALERS ASSOCIATION, 


Sioue Falls, 8S. Dak., May 28, 1958. 
Congressman E. Y. Berry, 


House Office Building, 
Washington, D. C. 


Desk CONGRESSMAN Berry: Recently S. 3500 passed the Senate and has been 
referred to the Committee on Interstate and Foreign Commerce. As you can 
well imagine, the dealers of South Dakota resent any further intrusion on their 
business by the Federal Government. We feel that this bill also places prac- 
tically all of the blame on the dealers of the country and no blame on the manu- 
facturers and if you will read the bill you will note there is no assurance given 
the dealers by the manufacturers that the historic discount, or markup if you 
prefer the term, will remain the same, although there is a possibility that their 
individual contracts will cover this feature. 

We, therefore, reluctantly go along with the bill but I have advised George 
McGovern that we feel that it would be a good idea to investigate the possibility 
of placing a termination date on this measure. If time proves this to be a 
beneficial measure it will be a simple matter to extend the legislation but it 
might become difficult to repeal it in its present form if there were a variety 
of opinions as to the value of such a measure as this. We suggest that a 1- 
year or 2-year period would be suffcient. 

Any intercession that you might make on behalf of the South Dakota auto- 
mobile dealers would be greatly appreciated. 

Yours very truly, 


D. B. Broperick, Manager. 


Forp Moror Co., 
Dearborn, Mich., May 27, 1958. 
Hon. OREN HARRIS, 
Chairman, Interstate and Foreign Commerce Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. Hargis: On April 24, it was my privilege to appear before the Sub- 
committee on Automobile Practices of the United States Senate Interstate and 
Foreign Commerce Committee to present the views of Ford Motor Co. on Senate 
bill 3500. A copy of my statement before the Senate subcommittee is attached. 
It was our company’s view that, on balance, the proposed legislation would be 
desirable and in the public interest, provided that amendments could be made 
to eliminate certain technical objections to the bill as then drafted. A review of 
the bill as passed by the Senate indicates that appropriate amendments have now 
been made. 

It is regrettable that any legislation in the area of customer and seller rela- 
tions is necessary in a free economy. Were it possible for manufacturers or 
dealers to take effective, joint action to eliminate the offensive selling practices 
this bill seeks to correct, we would prefer this route. The competitive nature 
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of the automobile business and other factors, however, have made it imprac- 
ticable to take such action. 

In our opinion, the proposed legislation would be effective in reducing the 
abuses in automobile marketing associated with price packing and false and 
misleading advertising. We think that it is deserving of passage by the House 
of Representatives and enactment into law. Should any substantive amendments 
to the bill be presented to your committee for consideration, we should appreciate 
an opportunity to be heard. 

Sincerely yours, 
WALKER A. WILLIAMS. 


STATEMENT OF ForpD Moror Co. 


My name is Walker A. Williams. I am a vice president and vice chairman 
of the dealér policy board of Ford Motor Co. I appreciate the opportunity to 
appear before this committee to express our views on Senate bill 3500. 

We at Ford Motor Co. share the concern of the members of this subcommittee 
about the increasing uncertainty and confusion in the distribution of automobiles 
engendered by the abuses associated with price packing, false and misleading 
advertising and new-car bootlegging, among other things. We constantly have 
been and are seeking ways and means to eliminate them. 

As we understand Senate bill 3500, it represents primarily an effort to assure 
that every automobile customer has a ready means of ascertaining the manu- 
facturer’s suggested retail delivered price of the particular car that he is inter- 
ested in buying. By the labeling requirements of the proposd legislation, it is 
hoped to dispel confusion and lack of knowledge on the part of the consumer 
and to minimize, if not eliminate, the advertising extravagances indulged in by 
some automobile dealers. 

May I say at the outset that we are in full accord with these objectives. In 
our opinion, lack of knowledge and confusion as to prices, and extravagance and 
deception in advertising claims, detract from the informed and orderly marketing 
of automobiles. We think that informed and orderly marketing of automobiles is 
important not only to the buying public, but to the dealer and the manufacturer 
as well. More importantly, we believe that it also contributes to the main- 
tenance of a high volume of automobile sales, which is essential to the health 
of the economy as a whole. 

Before offering our general views with respect to Senate bill 3500 and its 
probable effects on our industry as we see them, I should like to comment on 
specific features of the bill. Certain of my comments in this respect are tendered 
only in the interests of clarification ; others are of a more substantive nature. 

First, with respect to the information that would be required to be included 
on the proposed windshield label under section 3 of the bill, the language em- 
ployed in subdivision (2) of subsection (e) would pose, for our company at 
least, some technical difficulties. We do not use the term “appliance physically 
attached” to an automobile, as found in this part of the bill. We do use the 
term “optional equipment,” however, which refers to such items as automatic 
transmissions, power steering, tinted glass and many other features which are 
substitutes for standard equipment in our cars. These may be distinguished from 
what we call accessories, which are additional items such as radios, heaters, and 
outside rear vision mirrors, installed either at the factory or by dealers, but which 
are not substitutes for equipment otherwise standard in our cars. Possibly, that 
which we term “optional equipment” is what the draftsman of the bill had in 
mind when he used the term “appliance” in subdivision (2) of subsection (e). 
If such is the case, appropriate clarification of the language could readily be 
accomplished. 

Subdivision (3) of subsection (e) would require the proposed windshield label 
to set forth “the charge to such dealer for the transportation of such automobile 
from the final assembly point to the place of business of such dealer.” Read 
literally, this provision would not apply to us, nor could it be complied with by 
our company, for we make no such charge. Instead, we make what we call 
a “destination charge’’—a charge with which we believe the members of this 
subcommittee and its counsel are familiar. Here again, we assume that appro- 
priate clarification of the language of the provision would present no difficulty 
if it actually is intended that what we call our destination charge is to be 
included on the proposed label. 

Turning now to questions of substance, the first is raised by the definition of the 
word “automobile,” contained in subsection (c) of section 2 of the bill. By 
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virtue of the broad meaning there given to the word “automobile,” the bill, if 
enacted into law, would apply not only to passenger cars and station wagons, 
but also to buses, trucks, trailers, semi-trailers, chassis, bodies, and so forth. As 
to this all-encompassing aspect of the bill, we doubt seriously not only the need, 
but the wisdom and the practicality, of applying the proposed legislation to any 
vehicles other than those which are generally regarded as private passenger 
cars, including station wagons. Most vehicles other than private passenger 
cars and station wagons ordinarily are sold for business or commercial use. They 
usually are sold to informed buyers who know the market, who are expected 
to—and do—bargain hard, and who often desire such changes and variations in 
standard models that, for all practical purposes, the vehicles become custom 
products. Thus, in our view, there is no need for a labeling law with respect 
to such vehicles ; and because so many of them are of 2 custom nature, a require- 
ment that they be price labeled would be burdensome to the manufacturers, the 
bodymakers and the dealers without conferring any real benefit on the buyers 
involved. 

The second question of substance stems from the proposed requirements in sub- 
section (c) of section 3 of the bill that there be included on the label “the name, 
and the location of the place of business, of the dealer to whom such automobile 
is to be delivered.” Presumably, this provision is intended to discourage new-car 
bootlegging by disclosing to the retail customer of a bootlegged car the name and 
location of the original authorized dealer to whom the car was delivered, which 
would put him on his guard if the original dealer were located many miles away 
from the lot of the used-car dealer with whom he is negotiating. In addition to 
this salutary effect of the provision, it is not unlikely that revealing the name of 
the original receiving dealer on the windshield label would have an inhibiting 
effect on any tendency that he might otherwise have to bootleg the car in the first 
instance. 

The problem raised by the provision is the repressive effect that it might have 
on sales of cars transferred among authorized dealers. As those familiar with 
our industry are aware, many cars are transferred back and forth among au- 
thorized dealers as a matter of accommodation to the dealers and their cus- 
tomers. With the increasing numbers of series, models, options, and accessories 
offered by the various manufacturers, it is not uncommon for a dealer to have 
an ample stock of cars in inventory, but not have on hand the precise car that a 
customer wants. In such cases the customer frequently cannot, or will not, wait 
for delivery of a car built especially to his order. When this occurs, the dealer 
usually canvasses his brother dealers in the vicinity for such a car and offers to 
buy or trade a car he has on hand for it in order to make early delivery to the 
customer. Indeed, in many metropolitan centers dealers have established formal 
exchanges, where current lists of each dealer member’s car inventories are kept 
in order to facilitate dealer transfers. In addition to transfers made for the 
purpose of filling current retail orders, other transfers are made among dealers 
for the purpose of balancing their new-car stocks. 

The problem created by the labeling provision in view of this dealer-transfer 
practice is that questions might be raised in the minds of customers who are not 
aware of the practice and who might suspect—incorreectly—that there is some- 
thing wrong with the car, or else the dealer who first received it would have sold 
it to one of his customers. In other words, the salability of the car might be di- 
minished because of transfers among dealers made purely for accommodation 
purposes. In our opinion, this should not prove to be a serious problem, how- 
ever, because most dealer transfers occur between dealers located in close prox- 
imity to each other. Thus, in most cases, no extended movement of the car is 
involved, and the customer has an opportunity to ascertain from the original 
receiving dealer the reasons, if any, why he did not sell the car to one of his 
customers. 

The proposed requirement of the bill that the name of the original receiving 
dealer be shown on the label might have a more serious effect, however, on the 
ability of the manufacturer to reroute cars, the delivery of which the dealer, for 
any reason, has failed to accept, and upon the salability of new cars reacquired 
by the factory from terminating dealers. In the case of rerouted cars, if the 
manufacturer were not permitted to relabel them, the label would show the name 
of the dealer to whom the car was first destined rather than the name of the 
dealer who first received the car. In the case of terminating dealers, the man- 
ufacturer often repurchases all or a part of their new-car inventories and resells 
the cars to other authorized dealers. The second dealer, in the case of such sales, 
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sometimes is located far away from the original dealer. Since all of these cars 
are; in fact, new and unused vehicles, and since the manufacturer stands fully 
behind them as to warranty and otherwise, the manufacturer should be per- 
mitted in such cases to relabel the cars and show only the name of the second 
dealer to whom the car is shipped. 

A further question of substance springs from the requirement of the bill— 
perhaps inadvertent—that cars manufactured for or shipped to dealers for 
export bear the necessary windshield label. We doubt seriously that there is 
any need for the price labeling of cars destined for export, and considerable con- 
fusion might be engendered if the proposed legislation were to apply to cars 
intended for shipment and sale abroad. Economic conditions peculiar to the 
countries of destination and the pricing practicies of many foreign dealers, in 
our opinion, would render inappropriate any attempt to convey to the ultimate 
purchasers the type of price and other information contemplated by the bill in 
its present form. 

There remain for consideration the possible effects that enactment of Senate 
bill 3500, appropriately clarified and amended, might have upon various seg- 
ments of our industry, the public and the economy as a whole. 

Unquestionably, one of the beneficial effects of the bill would be to minimize 
the abuses associated with price packing. The position of our company on this 
subject was stated by our president, Mr. Henry Ford II, in hearings before this 
subcommittee 2 years ago, and was repeated by him in a series of meetings later 
held with our dealers throughout the country. In these meetings, Mr. Ford 
said: 

“We are opposed to price packing. We believe that price packing lowers the 
value of the product, saps the confidence of the customer, and brings the self- 
respect of the dealer eventually to the point of no return. When these things 
happen, that dealer no longer is among the most valuable assets of this com- 
pany. We recognize that automobile merchandising is a trading business. 

“We know that the price pack has long been considered a prime trading re- 
quirement. Today, its abuses and extravagant proportions demand correction 
and we are earnestly seeking ways and means to make corrective measures 
effective. I recognize that the Ford Motor Co. and its dealers can’t clean this 
situation up fully without the cooperation of the rest of the industry.” 

We have not changed our views on this subject since they were so expressed 
by Mr. Ford. We believe that legislation along the lines of Senate bill 3500 not 
only would go far toward correcting the abuses associated with the price packing, 
but also would tend to minimize the deceptive sales techniques and the dishonest 
and misleading advertising that so frequently accompanies the practice. 

We would not knowingly endorse or support a legislative proposal that we 
regarded as contrary to the best interests of our dealers. Senate bill 3500 does 
not, we think, embody such a proposal. 

We realize, of course, that the risks and implications of such legislation are 
broader than its specific objectives; that it may constitute a forerunner of broad 
regulatory legislation that would be contrary to the best interests of the industry 
and of the public. We are aware also that the provisions of S. 3500 would tend 
to inhibit the freedom of automobile dealers to quote initial prices as the cir- 
cumstances might dictate, which many dealers regard as a fundamental right 
in view of their investment and the risks of the business, and which they be- 
lieve would be desirable on occasions as a stimulant to trading, and hence to 
new car sales. Finally, we know that the bill makes no provision for correcting 
the windshield labels in case of a price change effective after shipment of a 
vehicle to a dealer. 

On the other hand, the legislation is directed at practices, imposed upon 
the industry by a relatively few dealers, that are offensive to the great ma- 
jority of the dealers and are contrary to the publie welfare and the best interests 
of the industry. We think it is essential that these practices be corrected, if 
the industy is to progress and continue to serve the public interest. Neither the 
dealers nor the manufacturers have been able to devise measures to eliminate 
these practices. 

I am authorized to say, therefore, that after considerable study of the bill, 
and discussion of it with a number of our dealers in various parts of the 
country, we have concluded that, on balance, the proposed legislation is de- 
sirable and in the public interest, provided that it is amended so as to eliminate 
the ambiguities and the technical objections that I have discussed, and meet 
any other valid suggestions that may come to the attention of the committee. 
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MonTeoMerRY, AxaA., May 26, 1958. 
Hon. OreEN HArris, 
Chairman, House Interstate and Foreign Commerce Committee, 
New House Office Buliding, Washington, D. C.: 

We, the independent automobile dealers, wish to go on record as opposing 
bill S. 3500, on automobile price labeling. This would not be in public interest 
nor would it be helpful to the independent automobile dealer. On the contrary 
it would be detrimental to the public and to independent automobile dealers. 


; C. E. Pirrs, 
President of National Independent Automobile Dealers Association. 


CLEVELAND INDEPENDENT AUTOMOBILE DEALERS ASSOCIATION, 

Cleveland, Ohio, May 20, 1958. 

INTERSTATE COMMERCE AND FINANCE COMMITTEE, 
House of Representatives, Washington, D. C. 

GENTLEMEN: Please be advised that the Cleveland Independent Automobile 
Dealers Association, representing approximately 200 automobile dealers in the 
city of Cleveland, vigorously objects to the passage of Senate bill 3500 presently 
in committee hearing. 

The proposed bill would unduly restrict and curtail the ability of a substantia! 
number of American citizens to engage in the kind of lawful competition upon 
which American free enterprise is founded. 

The purpose of Senate bill 3500 can only be to create a monopoly and to 
permit the automobile manufacturers to exert unfair pressures upon an in- 
dustry already heavily hit by the recession. The Cleveland Independent Auto- 
mobile Dealers Association believes that the spirit of American fair play re- 
quires that all persons engaged-in business be permitted to compete to the 
best of their ability. 

To permit the manufacturers of automobiles to limit the sale of automobiles 
by favoring particular dealers, constitutes an unfair restraint upon trade. 

Senate bill 3500 is designed to circumvent the latest decisions of the courts 
of this land which have almost uniformly held State legislation, similar to 
Senate bill 3500, to be invalid and unconstitutional. 

We, therefore, urgently request that you exert every effort to defeat the 
passage of Senate bill 3500. 

Very truly yours, 
Seymour A. TERRELL, 
Attorney for the Cleveland Independent Automobile Dealers Association. 


Mr. DotuirnceEr. The record will be kept open for several days for 


any additional statements that may be filed. 
The committee will stand adjourned. 
(The following material was submitted for the record :) 


WASHINGTON STATE INDEPENDENT AUTO DEALERS ASSOCIATION, INC., 


Tacoma, Wash., May 20, 1958. 
Hon. HENRY JACKSON, 


United States Senator. 
Capitol Building, Washington, D.C. 


Deak SENATOR JAcKSON: I am writing to you in behalf of the Washington 
State Independent Auto Dealers Association, whom I represent, concerning 
Senate bill 3500, which is presently before you for your consideration. 

Our association consists of over 300 independent auto dealers. Our members 
are established auto dealers, but who are not franchised by any major auto- 
mobile manufacturer. Many of our dealers sell a great number of new cars and, 
therefore, would be directly affected by Senate bill 3500. Our association at 
their last regular meeting went officially on record as opposing this bill. 

Would appreciate your endeavors in defeating same. 

Very truly yours, 


Leonarp A. SAWYER. 
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YAKIMA, WasH., May 8, 1958. 
Senator HENRY JACKSON, 


Senate Building, Washington, D.C.: 


The Washington State Independent Auto Dealers Association, 300 members, 
want to go on record as opposing Senate bill 3500; misleading and unfair. 


Morrie R. STOTSENBERG, 
President, Washington State Independent Auto Dealers Association. 


CENTRAL OHIO AUTOMOBILE DEALERS ASSOCIATION, 
Columbus, Ohio, May 24, 1958. 
Re Proposed Act of Congress, 8. 3500, Automobile Information Disclosure Act. 
Hon. OREN HArris, 


Member of Congress, New House Office Building, 
Washington, D. C. 


HONORABLE Siz: The National Independent Auto Dealers Association vigor- 
ously oppose this legislation, as written. 

Indeed, you are aware that this bill if legislated is another try at the so-called 
O'Mahoney bill with regard to bootlegging cars. You also, no doubt, recall what 
happened to this bill S. 3596 which was before the House of Representatives 
in August of 1954. While the Department of Justice and the Federal Trade Com- 
mission is somewhat mum on the bill 8. 3500, they are indeed weighing the con- 
stitutional concepts of this bill. This bill as written will surely constrain trade 
and abridge economic liberties for the agrandizement of a minority group and a 
selected few of enfranchised automobile dealers. This piece of legislation as 
written will make it almost impossible for a used car dealer to secure a current 
model car, for the very reason that no enfranchised dealer will barter or sell a 
new car to anyone else except an ultimate consumer. The new-car dealer will 
fear to sell a new car to a used-car dealer because of paragraph (C) and para- 
graph (D) section 3, of this proposed act. 

Nearly all automobile dealers who deal primarily in used cars are handling 
at least a few new cars. For sometime now, the name “Used Car Dealer” has 
been an inapplicable designation, a misnomer, for thousands of dealers who 
possess no franchise. It has been estimated that nearly 1 million new cars will 
be sold this year by nonfranchised dealers who have just as much money invested, 
just as many dependents in their household, who have just as much seniority in 
the automobile business, and all of whom have their lives and fortunes at stake. 
This bill as presented is to grant an exception to the antitrust laws for a selected 
few, to sell new cars. We heartily assent to laws and legislation the most whole- 
some and necessary for the public good, but this proposed legisiation does noth- 
ing less than constrain trade, and if enacted, shall fall heavy to its own death 
under the weight of moral turpitude. 

Survival of the fittest was nature’s way of improving earth’s inhabitants, but 
when “homo sapiens” came along, he was wise enough to realize that a policy 
of live and let live would advance his status. In the ascendancy of the human 
animal the lust for power overcame the “let live” part. So we have seen tyrants, 
autocrats, and monopolies under fool protection of law and in the most out- 
rageous definance of human rights. This bill if enacted will do nothing less 
than place a monopoly over the automobile industry. 

Liberty is a whole, and to deny economic liberty is finally to destroy all liberty. 
Socialized economy is irreconcilable with freedom. This is the lesson that most 
of our modern philosophers and some of our own legislators have yet to learn. 
They fail to recognize that in prescribing the means they are prescribing the 
end. They fail to recognize that the immorality and the intellectual and 
spiritual suppression that they denounce flow inevitably out of the centralized 
economic planning and governmental omnipotence that they applaud. 

Historically, the liberals fought against governmental tyranny, against gov- 
ernmental abridgement of freedom of speech, and action; against governmental 
restrictions on agriculture, manufacture and trade; against constant detailed 
sovernmental regulations: interference and harassment at 100 points; against 
(to use the phrases of the Declaration of Independence) “a multitude of new 
offices and ‘swarms of officers’.” 

Such a judgment may be uncharitable, but it is certainly fair to say that some 
of us misprize economic liberty because, in spite of our brilliance in some direc- 
tions, we lack the knowledge or understanding that when economic liberties are 
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abridged or destroyed, all other liberties are abridged or destroyed with them. 
“Power Over a man’s subsistence” as Alexander Hamilton reminded us, “is power 
over his will.” ; 

In appreciation of the orderly process of justice and fundamental constitu- 
tional safeguards, I implore you to at least amend this Senate bill S. 3500, and 
delete paragraph (C) (sec. 3) ; also paragraph (D) “the name, and the location 
of the place of business, of the dealer to whom it is to be delivered;” and (D) 
vont 3) “the name of the city or town at which it is to be delivered to such 
dealer.” 

The depression of the 1930’s left its mark on every segment of the American 
social structure. Nowhere has the depression’s impact been so marked as in 
the automobile industry. I beg of you not to let this happen again. I urge you 
to vote against or amend this bill by deleting paragraph (C) and (D), section 3, 
and use all the strength at your command to oppose or amend this bill. 


I respectfully request that this letter shall be contained in the Congressional 
Record. 


Sincerely yours, 
CLINTON A. DIENER. 


CotumBus, OnI0, May 25, 1958. 
Hon. OREN HARRIS, 


Member of Congress, New House Office Building, Washington, D. C.: 

With reference to the proposed bill, S. 3500, before the House of Representa- 
tives, Automobile Information Disclosure Act, we vigorously oppose this bill 
as written. You no doubt recall the O’Mahoney bill with regard to bootlegging 
ears, which was Bill S. 3596, which was ignominiously defeated I request that 
you amend Bill 8. 3500 and delete paragraph C and paragraph D of section 3 
of this bill. 1 implore you to use all the strength at your command to amend 
this bill so that it will be possible for a nonfranchise dealer to sell a current 
make of car. Whether by accident or design this will make it impossible for a 
so-called used-cur dealer to sell a current model automobile. We do not request 
that this will be defeated, but we request that it be amended as stated above. 


Rosert G. CALDWELL, 
President, Central Ohio Automobile Dealers Association. 


(Whereupon, at 4:45 p. m., the committee was adjourned.) 
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